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Financial highlights

€ (Euro)

—1— Inthousands of Euro, except share data

Years ended December 31, 2004 2003 2002 2001 2000

Operating Results Data

- Net Revenues 89,326 44,757 30,550 26,463 106,261
- Gross Profit Margin 60.8% 56.7% 60.0% 34.3% 58.5%
- Research & Development Expenses 8,885 6,506 6,664 7,916 8,256
- Income [Loss] from Operations 27,479 5,868 (325] (13,664 33,989
- Operating Margin 30.8% 13.1% (1.1%]) {51.6%) 32.0%
- Net Income (Loss) 20,466 5,327 (2,442 (8,734) 22,470
- Net Profit Margin 22.9% 11.9% {8.0%]) (33.0%) 21.1%

Balance Sheet Data

- Cash and Cash Equivalents 42,179 29,530 25,880 20,652 22,400
- Long-term Debts 4,490 5171 5,818 387 540
- Stockholders' Equity 72,908 54,052 49,893 51,646 59,609
- Total Assets 97,026 69,729 62,152 59,377 81,931

Cash Flow Data

- Net cash from operating activities 21,245 5,067 1,347 2,127 11,727
- Net cash from investing activities (7.719) (326) (1,983] (3,622) (2,340}
- Net cash from financing activities (561] (620 5,925 {269) {245)
- Depreciation and Amortization 1,356 764 830 1,193 1,256

Per Share Data
- Weighted average number of shares | 10,517,187 | 10,507,810 10,507,810 10,507,810 10,507,810

- Basic earnings per share 1.95 0.51 (0.23) (0.83) 2.14
- Bookvalue per share 6.93 5.14 4.75 4.92 5.67
- Dividend - - - - -
Ratios

-R.O.E. 28.1% 9.9% (4.9%) (16.9%) 37.7%

- Equity / total assets 75.1% 77.5% 80.3% 87.0% 72.8%
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$ (U.S. dollars)*

(unaudited - for information purposes only)

In thousands of U.S. dollars, except share data

Years ended December 31, 2004 2003 2002 2001 2000

Operating Results Data o L
- Net Revenues 110,500 50,947 29129 23 896 97,574
- Gross Profit Margin 608% | 56.7%  60.0%  348% "_Sé 4%
- Research & Development Expenses 11,056 7366 6,31 Zg8_9_ 7 564

- Income (Loss] from Cperations 33,836 6,784 (189 (12,029 31,108
- Operating Margin 30.6% 13.3%  (0.6%)  (50.3%)  31.9%
- Net Income [Loss) _ 25278 | 6,197 (2,259) (7,671 20610
;N et Profit Margin 22.9% 122%  (78%) (321 ‘?{q_l_ﬂ____Z],jf{g
Balance SheetData | I
- Cash and Cash Equwalents L 57 453 37 297 27139 18 411 20 844
- Long-term Debts B 6,116 6,532 6,101 345 >_ﬂlg
- Stockholders’ Equ:ty - 99,308 68,268 52320 46,042 55470
- Total Assets 132,159 88,068 65,176 52,934 76,242
Cash Flow Data S o L _ o
- Net cash from operatmg activities 26,125 5,646 1 194 ~ L873_4_____]Q T4
_—A_l\is_st_c_{sh_wfirpp_lgxgsﬂng activities (9,395) (361) [1 ,874) [3 244) (2.101)
- Net cash from financing activities [704) (703) 5,144 {242) (218)
- Depreciation and Amortizaticn 1,701 864 787 1,068 1,150
Per Share Data e
- Weighted average number of shares 10,517,187 } 10,507,810 10,507,810 10 507,810 10 507, 810
- Basic earnings per share 2.40 0.59 {0.21) [O._']I}l#‘__«__l.r%
- Bookvalue per share 9446 650 498 438 528
- Dividend o - - - s
Ratios N e
-R.OE. - 25.5% 9.1% [4 3%] - (167%) 37 2%
- Equity / total assets o 75.1% 77.5% 80.3% 87.0% 72.8%

* the assets and liabilities are translated from Euro to U.S. dollars at exchange rates in effect at the end of the period,

and revenues and expenses are translated at the average exchange rates during the period on a quarterly basis.




Graphics {in thousands of U.S. dollars)
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Share Price Information
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To our shareholders

1 2004 was a year in which [COS reaped the benefits of its flexible operating model
and enlarged product offering while sowing the seeds for future success through
continued investment in product development and expansion of its addressable market
opportunities.

Overall, we completed an excellent year marked by financiat and operational achieve-
ments, including:

o Annual revenue, expressed in U.S. dollars, reached $110.5 million, the highest level
ever recorded by the company and exceeding the 2000 peak by 13%. On a Euro basis,
revenue climbed to 89.3 million Euro;

o Annual revenue growth (in U.S. dollars) of 117% compared to the market for packaging
and assembly equipment, which according to Gartner Dataquest grew approximately
47%;

e Gross profit margin reached 60.8% and operating margin grew to 30.8%;

o Operations generated 21.2 million Euro in cash;

o Stockholders’ equity increased 35% to a total of 72.9 million Euro.

Consistent with our long-term policy, we proposed to our Annual General Meeting of
Shareholders not to pay dividends.

In 2004, the semiconductor industry experienced a peak year, marked by strong
growth in the first half of the year, followed by an equally strong decline in the second
half. However, the 2004 peak was clearly shorter and lower than the 2000 peak: orders
for North American back-end equipment manufacturers peaked at about $300 million
per month, compared to $400 million in 2000. That is because, in contrast to the 2000
peak, industry participants in 2004 responded differently to contracting demand and
rising IC inventories. This time, production capacity was cut back immediately, leading
to a strong decline in the demand for our equipment, but preventing the tremendous
overcapacity problems that, in 2001, lead to arguably the worst recession ever in our
industry. Instead, inventory levels were cut back quickly, enabling the industry to rebound
more quickly than in past cycles and enabling ICOS to benefit earlier from a resumption
in end-user demand.




| 1COS prides itself on its operaticnal model and in 2004 we had plenty of opportunity to
test its capabilities. During the first half of the year, revenues grew 30 to 40% guarterty,
peaking in the second guarter at almost triple the prior-year level. Throughout this
period, we persisted in delivering volume products in less than four weeks without
compromising our high standards for product quality and support. Our acquisition of a
manufacturing facility in Shenzhen, China, to coordinate and control the growing net-
work of subcontractors in China, contributed greatly to this achievement.

During the second half of the year, revenues declined sharply and, in response, we
shifted our focus to working capital management and product line expansion, with
similar success. We ramped up production volume for our FTI product to inspect flex
tapes for flat panel displays, for our G10 product for inspecting tube based IC’'s and for
our solar cell inspection systems. Together, these products produced approximately 25%
of our revenues during the second half of the year, whereas a year earlier, they contri-
buted very little to revenues. Despite this product line expansion and following a nine
month ramp-up in production volumes for our more traditional products, we managed
to keep our inventory levels constant during the second half of the year.

As part of our relentless focus on strengthening our competitive position, we made
several key investments in 2004. We completed the integration of the Shenzhen, China
plant into our worldwide manufacturing organization and established a sales and
support office in Korea to better serve our customers there. To further expand our
addressable market, we acquired the 2D wafer inspection activity from Siemens AG and,
within six months, had installed the first systems and recorded revenue from this
product line. We also completed the cleanroom facility for production of wafer inspection
systems in Belgium and began gearing up for the launch of worldwide sales activities,
both important milestones along the path towards ramping up this product line in 2005.
Fimally, we implemented the improved ISC 2000 Quality System and fine-tuned our
internal processes.

As we enter 2005 we are confronted with a number of external uncertainties that will
impact our performance, including a semiconductor capital market downturn and margin
pressure caused by ongoing appreciation of the Euro versus the U.S. dollar and the Yen.
Nevertheless, we are still generating healthy margins and profit levels despite depressed
market conditions. More importantly, we see abundant opportunities for ICOS" inspection
products, as the semiconductor market is transitioning from a computer-driven toward
a consumer-driven market. Indeed, we believe that products like cars, phones and
consumer electronics will not only drive the need for higher IC unit levels, but also impose
higher guality standards and increase packaging complexity. Each of these trends call
for more inspection and we believe that ICOS is in a strong pasition to benefit from these

developments.

-
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Our growth strategy has three components: sustain our market leadership, increase
our penetration in recently entered inspection markets and introduce new products to
both fortify our competitive position and expand our addressable market. We are com-
mitted to providing state-of-the-art inspection products that our customers need to stay
ahead. In fact, as the market leader in the field of IC package inspection we see it as our
mission to enable our industry to provide consumers with the products that meet their
quality standards and price points and in doing so, we believe we can help enable our
industry to continue its growth path.

To conclude, 2004 was a very successful year and we want to sincerely thank our
dedicated and talented people for their contributions to ICOS" success. We also want to
thank our shareholders for supporting our ideas and vision of the future.

Anton DeProft Jos Verjans
President and CEQ Chairman of the Board
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In U.S. dollar terms, ICOS realizes an annual revenue growth of 117% with respect
to 2003, in contrast with a market growth for semiconductor capital equipment of 47%
and sets an all time sales record of $110.5 million, an improvement of 13% over the
previous record of $97.4 million in 2000.

—I ICOS stockholders’ equity increased with 35% to 72.9 million Euro.

—1 OnApril 20, 2004, ICOS opens a new sales and support subsidiary in Korea.

ICOS tops the semiconductor capital equipment industry in terms of gross profit
margin (61%) and operating margin {31%].

—1  ICOS realizes quarter over quarter sequential growth of 30 to 40% during the first

half of the year. By expanding our manufacturing capabilities at equal speed, we keep
the delivery time for our volume products under four weeks.

—1 ICOS generates the first volume sales for its Flex Tape inspection products, that

generate approximately 15% of the yearly sales, up from virtually zero the year before.

In June 2004, ICOS acquires the 2D wafer inspection business from Siemens
and recognizes the first revenues of this new product line in the fourth quarter
of the year. ICOS finishes its Belgian cleanroom facility for manufacturing and
prepares for ramping up the wafer inspection product line in 2005.




In March 2004, ICOS finalizes its acquisition of JoinTech Precision Equipment
{Shenzhen] Co. Ltd. located in China and integrates the plant in its world-wide
| manufacturing organization. The China plant coordinates and controls the gro-
i T3 wing network of subcontractors in China.

—t— |COS receives in January 2004 the "Cash and Morningstar Awards 2003" in the
category "Best Investor Relations - outside Bel 20" and becomes fourth in the VFB-
Award for the best financial information of the Belgian Small & Midd. Caps. (edition 2004].

, On October 20, 2004, ICOS receives King Albert of Belgium for a visit to its
| headquarters.

Qur mission

Be the world-wide market leader for inspection equipment
for IC packages, semiconductor packaging processes and
semiconductor packaging materials.

Be a reliable long-term partner for our customers.




|Chapter 1

Info

rmation on the

Company’'s Activities

Introduction

L ICOS designs and manufactures inspection equipment for the semiconductor
packaging industry. We are a world-leading supplier of equipment for the final visual
control of chips before they are used in various applications, such as PC's, cars or
portable phones. Our systems perform two- and three-dimensional (2D and 3D) metro-
logy and inspection as part of the final visual quality control step in the manufacturing
of chips, wafers, flexible tapes for flat panel displays, sockets, substrates and solar cells.
Aside from our complete systems, we also offer inspection modules for integration in
other equipment.

Therefore, we believe that we offer the most comprehensive line of inspection products
in our target markets.

We are based in Heverlee, Belgium and have R&D centers in Belgium, Germany and
Hong Kong, and sales and support offices in Japan, the USA, Singapore, Hong Kong and

Karea and a production facility in China.

History

. ICOS was founded in 1982 as a spin-off from the K.U. Leuven Image Processing
Laboratory, under the leadership of Professor Dr. Ir. Oosterlinck, who is rector-president
of the University of Leuven, and who is still an active member of the Board of Directors
of 1CQS.

After performing various inspection tasks in various industries, ICOS decided in 1985
to concentrate entirely on the back-end semiconductor and electronic assembly
industries. We landed some of our first OEM contracts which are still in place today and
started a period of rapid growth, resutting in ICOS becoming a world-wide leader for

inspection systems for IC packages and packaging processes and materials.




__l__ Since 1982, ICQOS has introduced several important innovations to the market, like a
true greyscale vision system for |C placement and several of the world’s first inspection
systems for integration in various types of back-end semiconductor equipment. By the
early nineties, ICOS had become a leading choice of OEM's for inspection systems in the
semiconductor back-end arena.

ICOS then adopted a strategy of vertical integration and started to build more
complete inspection systems. We expanded our product line, starting from our original
board-level inspection modules to system-level modules (including cameras and
illumination systems] and finally into stand-alone inspection systems, of which it
introduced its first version in 1992.

In the process of specializing in semiconductor package inspection, [COS embarked on
a geographical expansion. In 1986, we established a subsidiary in the USA, followed by
a subsidiary in Japan in 1991, two years after recording our first sales in this important
market. Following these early successes, we entered other markets in Asia, opening
a branch office in Hong Kong in 1995 and in Singapore in 1994. The operations of both
branches were transferred to newly incorporated subsidiaries in 2003.

In 1997, we listed our stock on the Nasdag Stock Market in an initial public offering,
adding a dual listing on the European technology stock market, Nasdaq Europe, in 1998,
In 2003, we exchanged our Nasdaq Europe listing for a listing on Euronext Brussels, so
that we currently have a dual listing on NASDAQ (USA] and Euronext Brussels.

We have continued to expand our technology platform and broadened our line of
inspection machines. In 1998, we acquired Qtec, a German leader in IC inspection equip-
ment for very specific stages in the IC production process. Today ICOS GmbH, the former
Qtec, serves as a R&D department for the company. During 2002, we acquired the
gravity handling technology and product rights from IC Equipment Pte. Ltd. in Singapore
and we opened our R&D center in Hong Kong, concentrating on mechanical design.

This year, we acquired our production plant in Shenzhen, China, right across the
border from and closely working together with our R&D center in Hong Kong. We also
established a subsidiary in Korea.




The Back-end semiconductor

equipment market

3.1 General characteristics of the market

L. Semiconductors form the basic building blocks used to create a variety of electronic
products. For over 30 years, semiconductor performance improvements have led to more
powerful, smaller and more reliable devices. As a result, the end-user markets for semi-
conductor components have expanded to comprise computers, telecommunications,
automotive, industrial automation and control systems as well as an increasing range of
consumer goods.

The semiconductor industry is capital intensive and semiconductor manufacturers
invest in capital equipment for two reasons: to expand production capacity and to
respond to technological changes.

The capacity expansion in the electronic and semiconductor industries is characteri-
zed by its cyclical nature. As new products are introduced and during the early adopter
phase, volumes are low, but prices and margins are high, attracting additional invest-
ments in manufacturing capacity expansions. As the production velumes increase and
the market prices start to decline, the products gain broad market acceptance and the
market reaches maturity. Then, as more capacity comes on line, the prices further erode
and margins decline and, as a cansequence of the increasing production volumes,
the market starts to saturate. The demand declines and leads to overcapacity, sparking
producers to decline production capacities and marking the end of the capacity
expansion cycle.




~— This cyclicality becomes stronger with every step down the ladder of the electronics
food chain, illustrated in the picture below. As a consequence, the semiconductor market
is more cyclical than the electronics market and the semiconductor equipment market
is even more cyclical, making it "the tail end of the whip”.

Forecast
2003 2006
Electronic End Equipmignt //
: / 1,075B — 1,365B

PN Semiconductors
: 1668 — 221B

N

Semiconductor

Equipment 228 —  43B
15 ‘ § S Materials /
A \ 238 —  29B
Source: SEML, SIA June 2004, Hendersor Ventures June 2004

In addition to investing in capital equipment to expand manufacturing capacity during
a period of growing demand, semiconductor manufacturers also invest in capital equip-
ment in response to technological changes.

In the back-end semiconducter equipment market, technological changes mainly
arise from the introduction of new IC packages. The variety and complexity of semicon-
ductor packages are increasing rapidly. As described below, the variety of the packages
is rapidly increasing, as is their complexity. The driving forces behind these developments
are the myriad of new applications requiring new packaging styles, from flat panel
displays to MEM’s and solar cells, as well as the constant need for smaller IC’s with
increased functionality, higher speed and lower cost.

The semiconductor industry has experienced substantial growth over the long term
despite cyclical changes in production capacity and in the level of semiconductor sales.
Between 1972 and 2000, the semiconductor industry grew at a compounded annual rate
of 15%, and the equipment market grew at a slightly higher rate of 17%. The technolo-
gical drivers behind this historical growth remain in force today. Moore's law will still
lead to the further shrinking of the semiconductor devices and to a lower cost per
function, driving demand for new applications. As an example of this evolution, the price
of one Mbit of memory was equivalent to the price of a house in 1973. By 1977 it was the
equivalent of a car and ten years later it was of a similar value of a sweater. By 1995 it

was worth the stamp on a letter and by now it is only worth the value of the envelope.




3.2 Back-end semiconductor industry trends

1. Semiconductor market transition from computer driven to consumer driven market

+— The semiconductor market is currently going through a fundamental transition.
Since the inception of the semiconductor market, it has been driven by computers, first
mainframe computers and then, since the early eighties, personal computers. As semi-
conductor chips have become more powerful and cheaper, they have found their way into
many other applications, many of which are consumer oriented. According to Gartner,
in 2004 almost 50% of semiconductor revenues came from the combination of consumer
products, automotive products and telecommunications (mainly portable phones),
as opposed to only 41% from computers. In addition, consumer oriented products are
growing faster than computers and will become even more important going forward.

This transition has far reaching consequences and in fact is the basis for the other
trends described below. Consumer products have requirements which are often different
from computers in terms of functionality, quality and price and we believe that, as the
semiconductor market continues to grow, consumer products will increasingly determine
the direction of the market.

One important consequence is that, as the semiconductor market matures and
becomes increasingly more dependent on consumer applications, the number of chips
continues to grow, but the average selling price (ASP] also continues to decline at a rapid
pace. This is a fundamental.

1999-2005 Quarterly IC ASP and Unit Volumes

30 1 T4

IC Units 1
-~ 35

25 A

IC ASP

20 A T25

Billions of Units

IC ASP 2003

Source: WSTS, IC Insights 1Q05 & 4Q05 figures are forecasts




2. Increasing quality requirements

—1_— While this may be somewhat counter-intuitive, consumer applications are more

difficult for semiconductors and demand higher quality specifications than computer.
In fact, a computer is a well protected environment for a chip. When such a chip is put
into a car, it is suddenly exposed to thermal cycles (from may be freezing at night to a
temperature of 70°C or 80°C when the engine is running), vibrations, chemicals such as
salt and oil, humidity, etc. In addition, a PC life cycle is approximately 4 years, whereas
a car needs to run for 10 years and spare parts have to be available for 20 years. Or, as
another example, when we drop our phone, we really expect to pick it up and make our
next phone call.

Such higher quality requirements demand more increased inspection levels, including
more items inspected with finer detail. We currently have several R&D programs to
address these additional inspéction needs and even work together directly with the auto-
motive industry to define the specifications.

Reliability requirement

Environment severity

P
=




3. Increasing packaging contents

— 1 Several factors are driving the need for higher packaging content: new applications,
cost reductions and technical requirements.

New applications: as semiconductors grow more powerful and become lower cost,
they constantly enter new applications, some of which require specific applications.
A typical example is flat panels that require chips with flexible contacts, mounted on
flexible tape. But several other types of devices require dedicated packages, including
LED’s, RF devices, sensors and MEM's.

Cost reductions: while unit numbers increase, the cost per IC continues to decline.
To realize this cost down, the semiconductor industry needs to constantly scale
up towards larger volumes of standard silicon, hence the drive towards 300mm
wafers and always smaller line widths. However, as the applications grow, so
does the need for more dedicated IC's. This paradoxical need, for higher volumes

FT TR RTINY

of standard silicon and more specific IC’s, is solved by-combining several different
siticon chips from different wafers into one IC package. As an example, some
general purpose logic, general memory and some standard mixed signal "antenna”
may be mixed in one package to form a dedicated chip for a phone or another
device. Different terms are used for this method, like System In a Package (SIP)
— T and Multiple Chip Module [MCM]. As illustrated in the pictures aside, this leads

o' ST N | to more complex IC packages, requiring mere packaging processes and materials,

which in turn require more inspection.
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Technical requirements: the best illustrated case of a technology drive towards

new packages is the wire bonding technique, which cannot be used above a certain
frequency threshold and needs to be replaced by other techniques, such as flip chip bonding.
But also size, weight or reliability requirements are all driving the development of new
styles of future packages.

4. Increased outsourcing

—+— Since several years, the front-end wafer processing that was traditionally performed
by Integrated Device Manufacturers (IDM), is shifting to the so-called foundries. These
foundries only process wafers, but do not design or market any components. A similar
process shift is seen in the back-end, where the term subcontractors is used instead of
foundry. Over time, manufacturing volumes are shifting from |DMs to subcontractors.
This shift is adding to the limited visibility in the back-end as subcontractors typically




have a limited order back-log and tend to place orders with equipment manufacturers
only after building up sufficient order flow to justify expanding -capacity. The shift of manu-
facturing to subcontractors also creates a trend for more standard and flexible equip-
ment, away from dedicated and integrated equipment, as subcontractors manufacture
a wide range of devices, and flexibility is one of their key virtues.

5. Consolidation

—t+— Unlike the front-end, there is very limited uniformity in the processes in the back-
end. To start with, the types of processes are quite different, ranging from bending
or plating metal leads to complex electrical testing or optical inspection. In addition,
different component types require different handling, and often different equipment is
used for different packages even though the function of the machines may be identical.
As a result of this variability, the back-end semiconductor equipment market is highly
fragmented with most vendors specializing in specific areas, such as wire bonding, test
handling or final inspection.

One element constraining consolidation is the incompatibility between some back-
end production processes. Often these processes are performed in different locations
and vary greatly in throughput rates and cleanliness levels. For example, at the end of
the assembly process, right before the test and final inspection and thus right in the
middle of the total back-end process flow, we find the molding and plating processes,
which are slow and produce some debris and spills. integration of the early assembly
processes (dicing, die bonding and wire bonding] with the test and final inspection is
therefore impractical.

We therefore believe that consolidation will occur first among early assembly
companies and among the final inspection companies. In the final inspection area, we
have already seen a good amount of consolidation as several companies have stopped
or sold their activities in this area. ICOS has been active over the last three years in
consolidating and strengthening its position in this market with the opening of a R&D
center in Hong Kong, the acquisition of handling technology from IC Equipment Pte Ltd,
the acquisition of a manufacturing plant in China from Jointech Precision Equipment
(Shenzhen) Co.Ltd and the acquisition of the wafer handling technology from Siemens AG.
All these acquisitions are part of our strategy and our goal to become the world leader
for inspection of semiconductor packages and packaging materials.

ISR YA




Semiconductor Processing

4.1 Front-end and Back-end processing

—— | The semiconductor manufacturing process involves front-end wafer fabrication

® and back-end processing lassembly, test and final inspection]. In front-end
| processing, several layers of semi-conductive material are deposited and
g etched into patterns on the surface of a silicon wafer to form complex integrated
circuits. The end result is a wafer with a number of electrically functional parts

or chips. This process is done in high grade cleanrooms with expensive equip-
ment. Wafer processing requires a high level of capital investment and expanding wafer
processing capacity takes on average a period of 18 to 24 months.

The finished wafers are then typically shipped to another location for the back-
end processing. The wafer is diced into separate chips known as dies, which are
then put into a semiconductor package.

Such a package can contain one or more semiconductor dies and serves two

main purposes: protecting the internal semiconductor dies and connecting

them to the outside world.

itte These connections can have several shapes, such as leads, balls or areas.
Back-end processing is also called semiconductor packaging or final assembly
and test. Most of our inspection systems are used to inspect finished semicon-
ductor packages and our inspection modules are integrated at various stages
of the packaging and test process.

4.2 Back-end processing

— During the back-end process, the chips are taken from the wafers, attached to lead-
frames or other substrates which hold the connections (leads or balls) and putina
protective housing. This process is often called assembly. After assembly, the chip is
electrically tested and then optically inspected and put in the shipping medium.

Electricat

Test = Finishing

Assembly




4.3 Assembly

Leadframe based assembly

L The most widely used assembly process uses leadframes as a connector for the chip.

The assembly process starts with the dicing of the patterned wafers: wafers are cut into
individual chips using a wafer saw. Next, the dies are individually picked up by a die bonder
that puts the dies onto the leadframe. Our board-level OEM products are used on die
bonders to align and inspect the die during the bonding process. In the next step, wire
bonders connect the electrical paths on the die with the contact pads of the leadframe.

Die
Bonding

Wire

Dicing Bonding

After the wire bonding, the chips are encapsulated with a protective packaging using
an injection molding process. Following the molding, the leads are tinned in a stow plating
process, and generally marks are put on the chip in this phase. Then the leads are cut
from the leadframe, bent into proper shape and finally the whole device is cut out
([singulated] from the leadframe. The combination of cutting and bending the leads is
called the trim & form process.
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The assembly process described above consists of two phases: dicing, die bonding
and wire bonding on the one hand, and molding, plating, marking and trim & form on the
other hand. Because of the different throughput speeds between the two phases and
the debris produced during the molding and the plating processes, it is impractical to
integrate all the assembly processes into one single line.




Substrate based assembly

—1 As an alternative to the process described above, the dies can be put on substrates
instead of leadframes. A substrate is somewhat similar to a mini printed circuit board to
which one or more dies are directly attached. The assembly pracess starts in a similar
fashion to leadframe based assembly with dicing and die bonding, to form individual dies.
Then, one or more dies are connected to the substrate, either via wire bonding or via
Flip Chip bonding [see further] and the package is molded and marked on the top side.
The contacts of these packages are formed with balls that are mounted on the bottom
side of the substrate. As no leadframe is used, the plating and trim and form processes
are not present and replaced with a ball placement process, followed by a singulation
process in which the substrate is sawn in individual devices.

Wire
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Die

Bonding = Molding
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4.4 Test and final inspection

—1 After the assembly process, the devices are functionally complete. However, they still
need to be electrically tested, optically inspected and placed in @ medium for shipping.

Final
. Inspection:
Electrical N ontical
Test . .
inspection
and taping

Test and final inspection is an important market for ICOS. Several of our stand-alone
inspection systems such as the CI-9450 and the CI-G10 are final inspection systems, and
many of our inspection modules are sold for use in testing and final inspection processes.




- Intesting and final inspection, the transport medium can be quite different and
therefore also the test and final inspection equipment varies with the type of IC being
processed. As anexample, our CI-9450 is a final inspection system for tray-based com-
ponents and our ICOS CI-G10 is a final inspection system for tube-based components.

Component Family

Component Type

Input Medium

1C0S
Inspection System

aFpP
TRAY-BASED ssggg
COMPONENTS LFeap

TSOP
TUBE-BASED S0
COMPONENTS LFCSP

After inspection, the IC is transferred into its final transport medium. In some cases,
this is the same as the internal transport medium, i.e. a tray or tube. However, tape is
becoming the preferred shipping medium for all components, both large and small.
In the latter medium, components are put in a plastic embossed tape with preformed
cavities that hold one part safely for transportation. The embossed tape is then
.1 closed with a sealing tape and rolled onto a big wheel or reel. This reel is then
: ; shipped to the customer. The process of transferring the devices into this embos-
=S ,' sed tape is called taping. The final inspection and taping are generally combined

P 00 the same system. Many of our ICQOS Cl-systems are therefore performing the
| inspection including the taping function.

In packaging certain devices, other processes like laser marking or electrical test
may be integrated with the final inspection equipment. We supply inspection modules to
the manufacturers of this integrated equipment.

Integrated equipment:
Electrical test - Laser marking - Optical inspection




4.5 Specialty packaging and inspection applications

—1— Asdescribed in the trends in our industry, the number of packaging types and pro-

cesses is rapidly increasing. The leadframe and substrate based processes described
above are the most common ones, but an increasing number of specialty packages and
processes are used today, often requiring dedicated inspection systems. Below are some
of the most important processes and packages for which we provide inspection solutions.

Flex tape inspection

——— Foranumber of applications, most notably for display drivers, the chip is mounted

on a flexible tape, containing the copper contact lines. This process is called Tape Auto-
mated Bonding (TAB] or Chip On Film (COF) and results in packages with flexible
contacts. The resulting package is called Tape Carrier Package (TCP] and is
mainly used for flat panel displays, like LCD (Liquid Crystal Display) and
plasma screens. To drive such screens, several display driver chips need to
be mounted around the perimeter of the display. As these chips have flexible
contacts, the contacts are connected to the front of the display and the body of

the chip is then folded and attached to the back of the display, to gain space.

The market for flex tape is rapidly growing, mainly driven by flat panel displays. ICOS
is a leading supplier of inspection equipment for those tapes, as many suppliers are
converting from manual inspection to automatic inspection.

Flip Chip

| For certain applications, ball contacts or bumps are mounted directly on the silicon
die, which is then flipped and the bumps are directly attached to the substrate. In this
process, the bumps are mounted onto the wafer, before it is cut into the individual die.
The wafer is then inspected to make sure that all the bumps were placed correctly and
finally cut into the individual die.

Wafer Bumped Wafer
Bumpin Wafer ] Sawin
ping Inspection s




___The Flip Chip process can be used as a "packaging” technique in which the dies are

directly mounted onto the target application. This is called Flip Chip On Board (FCOB]} or
Direct Chip Attach (DCA] and is typically used for high volume applications, with relati-
vely few contacts. Alternatively, the Flip Chip technique is used instead of wire bonding
to form the interconnects inside the package. This case is called Flip Chip In Package
(FCIP) and is used mainly for high end applications with a high number of contacts and
high frequency, like microprocessors.

Wafer level packaging

With wafer level packaging, nearly all of the assembly and test processes are
performed while the chips are still on the wafer, thus minimizing the handling of an
individual device. It is similar to the Flip Chip process described above, except that a
protective coating and a redistribution of the contact layout is added to the dies while
still in wafer format. When the wafer is cut, "packaged” devices are obtained which
can be directly used in any application in contrast to bare dies which still need to be
encapsulated.

8 d Finishing:
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Solar cells

In the search for alternative energy generation, solar energy and photovoltaic cells
play an important role. While still a small contributor to global energy production, solar
energy prdduction is growing very fast and according to some studies, will become the
most important energy source by 2050. As the photovoltaic cell production is ramping
up, automated inspection is integrated in the line to increase yields and drive down the
costs.

LED’s, RF devices, MEM’s, sensors

. Several other types of devices are growing quickly and need dedicated packaging and

inspection. As these devices become ubiguitous, their production volumes are increasing
rapidly and many inspection processes are automated.




Technology

| For over twenty years, ICOS has provided leading technology in its field. When we
introduced our tray-based component inspector to the market in 1993, we were the last
entry in the market and had to compete with companies several times our size and with
large market shares. Nevertheless, we have gradually gained market share in this
market since and reached approximately 25% in 2000 and 65% in 2004.

This success can be explained by ICOS" unique technology, which is based on exper-
tise of four different core competencies: image acquisition (illumination, optics and
cameras), DSP processing hardware, vision software and mechanical engineering.
In each of these fields, ICOS has developed or acquired unique technology, often pro-
tected with patents. The saying, that a chain is as strong as its weakest link, is very true
for the type of inspection equipment that ICOS makes. In several of these fields, we
believe that we are making a difference: for high end applications, we design our own
cameras, optimized for high accurate metrology and inspection, with resolutions up to
14 Megapixels. In software algorithm development we believe to have state-of-the-art
algorithms for subpixel interpolation techniques, forming the basis of our superior align-
ment and inspection algorithms. In fact, the largest group of our researchers is working
in the development and optimization of vision algorithms, optimized for running on our
own developed DSP based vision boards. Finally, we have a key design team for high
speed mechanical handling, sorting and taping of semiconductor devices. In this team,
we use our vision technology to optimize the cost of ownership and the reliability of our
systems, by such features as vision guided handling or vision guided taping.

Evolution of normalized cumulative sales of ICOS versus North American
based back-end equipment suppliers
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| We believe that this combination of advanced technologies and the perfect balance
of these technologies in the specific design of our systems, form the basis for the market
success of our products and have led to substantial market share gains, as illustrated
in the figure above, which compares the ncrmalized cumulative billings for the North
American based back-end equipment suppliers as published by SEMI, compared to
the ICOS normalized cumulative billings evolution.

ICOS’ product offering

—{__ ICOS offers a family of inspection systems for the final inspection of IC’s and for seve-

6.1 Overview and product strategy

ral other inspection tasks in the semiconductor back-end area. Between 70 and 80% of
our products are inspection systems for stand-alone use, but we also provide several
inspection modules for integration into back-end semiconductor and electronic assembly
equipment.

Qur product lines are vertically integrated. Our stand-alone inspection systems
contain our inspection subsystems, which we also sell separately for integration into
other types of production equipment. These inspection subsystems in turn contain our
core inspection engine, a high performance image processor board with our proprietary
image processing algorithms. For certain high volume applications, we also sell this
vision engine separately. We report our inspection subsystems and vision engines as
inspection modules.

ICOS initially started as a manufacturer of vision engines and has currently more than
16,000 of these engines installed in the field for some form of IC inspection. We believe
that this is the largest installed base in the industry for this application. Between 1993
and 2000, ICOS started to offer more complete products and our growth was mainly
driven by the vertical integration of our products, from vision engines to inspection
subsystems and finally to complete inspection systems. By offering more complete
products, we increased the added value to our customers and we also gained direct
access to the key IC manufacturers and their subcontractors.

Since 2002, ICOS is increasing its offering of inspection systems and its growth is now

mostly driven by offering additional products to expand its total available market.




6.2 Inspection Systems

— 1 ICOS offers a series of stand-alone inspection systems for various applications in
the semiconductor packaging field. As our systems perform the visual inspection of the
packages, they are indifferent of the electrical functionality of the component and are
therefore used for components with all types of functions, from general purpose logic
to all memory types and all mixed signal devices.

List prices for the inspection machines range from £120,000 to £800,000.

T ] Cl{Component Inspectoar], tray-based: these systems perform the final inspection
of various semiconductor devices, that within the factory are handled in tray.
Most importantly, these components include IC’s, like microprocessors, memories
and other high pin count devices, but also sockets or substrates are handled in
tray and inspected with our Cl systems. These systems perform typically a com-
bination of 3D coplanarity inspection to ensure proper seating of the component
when it will be soldered to the board, and 2D surface inspection to check the body
integrity, the identification mark and the orientation. After inspection, the system sorts
the components and often also tapes them. The taping process transfers the parts from
the trays to the pockets in an embossed tape, which is then sealed and rolled on a reel.

Most components are shipped in this tape and reel format to the end-user, which will
mount the components in an electronic system to be used in cars, PC’s, phones and
many other applications.

Besides our fully automatic systems for high volume inspection, sorting and taping,
we also offer a semi-automatic system, ideal for applications with small batch sizes,
prototyping and incoming inspection.

Cl [Component Inspector], tube-based: the CI-G10 is a fully automatic system
for the final inspection of semiconductor components handled in tubes. These
are typically lower pin count components and include SO devices and QFN or
other LFCSP’s. This system performs similar inspection as the tray-based
system and also performs taping.

FTI [Flex Tape Inspection): the FTl system inspects TAB (Tape Automated Bonding)
w1 and COF [Chip On Film] tapes, in which the contacts are etched on the tape and
8 therefore can be bent in a flexible way. Such tapes are used mainly in flat panel
R displays, but also in other advanced package applications as interposer.

The system inspects the proper etching and processing of the tape, before a

semiconductor chip is mounted, but can also inspect the tape after the chip is
mounted, in which case the term TCP (Tape Carrier Package) is used.




e WI [Wafer Inspector]: our newest product inspects wafers either before or after
R : i'| they are diced or cut. The Wl system can inspect wafers up to 300mm diameter
i and can handle both undiced wafers as well as diced wafers mounted on film
frame carriers. The WI system inspects the quality of the wafer cutting and other
wafer level packaging processes.

6.3 Inspection modules

Solar cell inspection

-—l— Photovoltaic or "solar” cells are used to produce electrical power from light and are
one of the cleanest sources of energy. However, the continuing growth of solar cells
is closely related to their production cost and price evolution, as their economical
viability increases with lowering prices. To achieve this, ICOS offers a series of
2% | inspection modules that is integrated in various stages of the solar cell
‘ .| production lines and monitor the various stages of the production process.
.| Besides accepting or rejecting the solar cells , the ICOS modules also collect
{ valuable information on the complete production process and feeds this into the
central Plant Information Network, that uses this information to constantly tune
and improve the processes. Through this constant improvement of the production
process, the production yield is gradually improved and the production costs are
constantly driven down, leading to a larger acceptance of solar cells.

—}— We also offer inspection modules for integration into various applications in the semi-
conductor back-end and electronics area. These systems are for instance used to
perform the alignment of a semiconductor die before it is mounted on leadframe or
substrate, or to perform specific inspection tasks on an electrical tester or a more
integrated packaging line, or to align the IC’s to guide the pick-and-place mounter that
places the IC's on a PCB for electronic applications.

__1 _ List prices for inspection modules range from €4,000 to €100,000.
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Organization

7.1 General

control tasks.

| We position ourselves as a long-term reliable partner to our customers and
therefore we are committed to offer advanced inspection products to our customers
along with superior world-wide support. As a result, Research and Development and
Marketing and Sales are both key to our long term future ptan and both expanded in
2004. The manufacturing organization is optimized for flexibility as our market is cyclical
and was expanded with a factory in China. Finally, the finance and administration
department is relatively small in headcount but performs critical monitoring and

The company is structured as a holding company that is incorporated and located in
Belgium. The business is carried out by wholly-owned subsidiaries and liaison offices

ICOS Vision Systems Pte. Ltd.

ICOS Vision Systems Korea Co. Ltd.

ICQS Vision Systems (Shenzhen) Co. Ltd.

as follows:
Name Location
ICOS Vision Systems NV Belgium
ICOS Vision Systems GmbH Germany
ICOS Vision Systems Inc. USA
ICOS Vision Systems Ltd. Japan
ICOS Vision Systems Limited Hong Kong

and its liaison offices in Taiwan,
Philippines and Mainland China.

Singapore
China (acquired in March 2004

Korea (incorporated on Aprit 20, 2004)




7.2 Marketing & Sales

| 1COS prides itself to be a long-term retiable partner to its customers and to count all
major semiconductor manufacturers and their subcontractors amongst its customers.
We sell our products through our global sales and support network. In addition to our
headquarters facility in Heverlee, Belgium, we have sales and support offices in the USA
(Santa Clara, CAJ, Japan (Yokohamal, Singapore, Hong Kong and South Korea (Seoul)
and support staff in Taiwan, the Philippines and Mainland China. Our sales network also
contains distributers in the United Kingdom, Japan, Taiwan, the Philippines, Malaysia,
Maintand China and Costa Rica. In several countries, we use a mixed channel in which our
own staff works closely together with our distributors to ensure a high level of customer
responsiveness and to facilitate customer collaboration on product development.

7.3 Research & evéﬂ.@pmenft, Patents and Proprietary Rights

|__ The R&D department is responsible to develop and improve our various products and
to generate the technologies that will be necessary for future generation products.
ICOS’ core technology consists of two main areas: vision and handling. Vision technology
forms the core of all our products as it is used to perform the numerous two and three
dimensional inspection tasks in our products. The handling technology forms the basis
of the mechanical systems that move and sort components in our inspection systems.
[COS combines the vision and handling technology in a unique way to produce more
accurate and more reliable inspection systems.

Vision technology is at the heart of all our products and the majority of our R&D team
is working on the various vision aspects. Our systems contain powerful measurement
and inspection algorithms, often featuring very high subpixel accuracy and implemented
on high-end DSP's to optimize speed. We also develop high performance vision hardware
based on a modular and cost effective architecture that allows increasing the per-
formance whenever additional inspection tasks or more complicated algarithms are
required. Further, the vision group is also responsible for the development of other
important building blocks, such as optics, itlumination and high resolution cameras. In
various of these fields, we work closely together with key suppliers and research institutes,
with some of which we have long standing partnerships and share roadmaps. The vision

technology is developed in cur R&D centers in Belgium and Germany.




—4— Besides the inspection functions, most of our product offering also includes mecha-
nical handling technology to move and sometimes sort the components, wafers, tapes
or other items that we inspect. The input/output media such as trays, tubes, tapes and
cassettes have inherent positional tolerance. To compensate for these tolerances, we
combine our vision and mechanical skills and provide 'vision guided handling’. This unique
feature secures failsafe and high speed, yet cost effective handling.

Since 2002, we have strengthened our R&D organization by opening a mechanical
design center in Hong Kong. We further added designers to this center in 2004 to further
enhance our expertise in this key technology. The mechanical design center in Hong Kong
works very closely together with our design centers in Belgium and Germany and with
our factory in China.

Besides developing our core technologies, we also stay current with new and
challenging packaging technologies and their inspection requirements. We
maintain regular contacts with packaging specialists employed by our customers,
sharing product roadmaps and evaluating new technologies. Since we supply
our inspection systems to most major IC manufacturers and their subcontrac-
tors and since we are the global market leader, we often can detect trends and
start developments early, to ensure our continuous success in this market.

To protect our intellectual property, we primarily rely on a combination of copyright
and trademark laws, trade secrets, confidentiality procedures and contractual provisions
as well as patents. We generally do not provide our customers access to the source code
of our software. We seek to protect our hardware, software and other written materials
under trade secret and copyright laws. Our circuit boards and board sets incorporate
proprietary firmware designs, which are designed in-house. Our board-level software
is specifically designed to run only on these proprietary boards, further safeguarding
this software from unauthorized use and embedding inspection methods in the software
— to limit re-engineering. Currently, we have one patent [expiring 2011) issued in

A Belgium, the United States, Europe, Japan and certain other territories for the
A 3D dual-shadow measuring method of lead coplanarity, one patent granted in
the United States and Europe on 30 measurement of ball grid arrays and ten
pending patent applications in diverse jurisdictions, related to other 3D inspec-
tion methods and handling techniques.

We also from time to time subcontract with universities, institutes and other third
parties, and have obtained grants from the regional government of Flanders and from
the European Community to support certain of our R&D efforts.
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7.4 Operations

To operate in a cyclical market, we have established a flexible production model that
allows the company to operate with limited fixed costs and adapt quickly to changing
volumes in the market. Our supply chain is optimized for flexibility by combining the
benefits of our own manufacturing sites with third parties subcontracting. In general,
complex and high added value tasks are performed in house and less complex tasks with
high labor content are subcontracted to carefully selected subcontractors. Subcontractors
are selected on the basis of their quality, delivery flexibility and price, and a sophisticated
Supply Chain Management system controls and supports this network of subcontractors.

For the inspection modutes, that are either sold separately or as part of our inspec-
tion systems, we perform the final assembly, test, burn-in and guality control at our
headquarters in Belgium and use subcontractors in and around Belgium for component
manufacturing and subassembly production.

c—~== FOr the mechanical handling part of our inspection systems, we perform the
ﬂ, final assembly and quality control either in our sites in Belgium, China and Hong
1 Kong or with subcontractors where we maintain our quality assurance staff on
daw site. The manufacturing of the mechanical parts itself is subcontracted to a
number of suppliers, mainly located in Germany and China. During 2004, we
substantially changed and improved our manufacturing organization with the
acquisition of our China plant, which performs the final assembly of several
of our inspection systems and steers and controls the growing network of
P! subcontractors for mechanical parts and subassemblies in China.

| Besides flexibility, we also pay attention to the continuity of our manufacturing
organization and have a disaster recovery plan in place to recover quickly from
any events that would disrupt our manufacturing process. One important measure in
this plan is that most of our major inspection systems can be assembled in two distinct
locations.




7.5 Facilities

—1L— Our headquarters are located in the Research Park in Heverlee (Leuven], Belgium
in a 5,800 square meter, two building complex on a 20,000 square meter parcel of land.
Prior to 2002, we occupied a 3,605 square meter building located on 10,000
y square meter of land, both of which we still own. The company rents about 1,000
square meter of this building to third parties. Recently the new cleanroom for
our Wafer Inspector business is installed in this building.

A € 6.4 million loan facility from Dexia Bank (Belgium] was obtained on February 26,
2002 {see Note 8 to the Financial Consoclidated Statements) and is secured by a mort-
gage on all buildings.

Offices are leased in Santa Clara, CA, USA, in Oberhaching, Germany, in Yokohama,
Japan, in Hong Kong, in Singapore, in Seoul, Korea, in Hsinchu, Taiwan, in Shanghai and
Shenzhen, China.

7.6. Human Resources

i As per December 31, 2004, the company employed a full-time equivalent of 262
people world-wide, including 78 in Research & Development, 67 in Marketing & Sales
(including technical support services), 99 in Operations and 18 in General & Admi-
nistrative services. Of these 262 people, 120 are employed in Belgium. None of the
employees are represented by a labor union and the company has experienced no work
stoppages. ‘




Glossary

Assembly

Back-end

BGA

BWI

COF

CSP

DCA

DSP

FCIP

FCOB

Final Assembly

Final Inspection

Finishing Equipment

Front-end

IDM

Inspection Modules

The processing of a wafer into individual IC’s, with protective
housing and contact leads or balls, but excluding the electrical
test and the final inspection.

The complete process of transforming a wafer into individual
IC's, with protective housing and contact leads or balls,
including the electrical test and the final inspection. The
back-end includes assembly, test and final inspection.

Ball Grid Array

Bumped Wafer Inspector

Chip On Film

Chip Scale Package

Direct Chip Attach

Digital Signal Processor

Flip Chip In Package

Flip Chip On Board

See back-end.

The final step in the manufacturing process. This 20 and 3D
dimensional visual inspection is performed fully automatically
on 100% of the IC’s. This assures the guality of the IC’s including
features such as the proper seating of the part on the PCB.

The last equipment that any I1C or semiconductor component
goes through. Finishing equipment typically performs the
final inspection of the semiconductor components, but may
also perform other functions such as taping or even electrical
test.

The wafer manufacturing process.

Integrated Device Manufacturer, who designs and
manufactures the IC's.

ICOS product line of inspection solutions for integration in
production equipment or integrated lines.




Inspection Systems
LCD

LED
LFCSP
MCM

MEM
Packaging
PCB

QFN

QFP

RF devices
SBCSP
SiP

SO

TAB

Taping

TCP

Test

TSOP

ICOS product line of stand-alone inspection systems.

Liquid Crystal Display

Light Emitting Diode

Lead Frame CSP

Multiple Chip Module

Micro Electro Mechanical

See back-end

Printed Circuit Board

Quad Flat pack, No leads

Quad Flat Pack

Radio Frequency devices

Substrate Based CSP

System in a Package

Small Outline package

Tape Automated Bonding. Packaging technique in which the
die is mounted on a flexible tape that contains the contacts or
leads to the outside world.

Putting the semiconductor devices in the pockets of a
specially designed embossed tape, which is automatically
sealed and rolled onto a reel. Components are often taped,
as this is the preferred format to ship the components to the
end users that will mount them on printed circuit boards for
electronic applications.

Tape Carrier Package, package based on TAB.

The electrical test of the device, ensuring its proper
functioning.

Thin Small Outline Package




|Chapter 2
Management Discussion
and Analysis

[|Operating results

Years ended December 31, 2004 and December 31, 2003

Revenues

_..l-— In 2004, sales to Europe, Japan, Rest of Asia and the United States accounted for 19%,
28%, 47% and 6% of our revenues, respectively. In 2003, sales to Europe, Japan, Rest
of Asia and the United States accounted for 25%, 16%, 48% and 11% of our revenues,
respectively. Our business is conducted primarily in Euro ("€"], U.S. dollars and Japanese
yen. As a result of conducting business in multiple currencies and in multiple countries,
our business and results of operations are subject to risks of currency fluctuations as
well as other risks associated with international sales generally.

Our business is highly dependent upon the capital expenditures of back-end semicon-
ductor manufacturers and electronic assemblers, and our ability to develop, manufacture
and sell new products and product enhancements. Our results will also be affected, espe-
cially when measured on a quarterly basis, by volume, composition and timing of orders,
conditions in the industries we serve, competition and general economic conditions.

Our revenues almost doubted to € 89.3 million in 2004 from € 44.8 million in 2003. We
were able to outpace the market in 2004 as evidenced by our 117% increase in revenues
in U.S. dollar terms versus the market for packaging and assembly equipment which
grew 47% according to Gartner Dataquest. Until 2003, we reported revenues for three
product categories: board-level products, system-level OEM products and stand-alone
inspection machines. Going forward, we will combine our board-level and system-level
products into one product group named inspection modules and we will report the stand-
alone inspection machines in a second category, named inspection systems. Using this
breakdown, the revenues of our inspection modules amounted to € 20.7 million in 2004
increasing from € 13.0 million in 2003. The inspection systems revenues increased from
£ 31.8 mitlion in 2003 to € 68.6 million in 2004.

Gross Profit

.-l-- Gross profit margin increased from 56.7% in 2003 to 60.8% in 2004. Our gross profit
margin benefited in 2004 mainly from the production efficiencies of our new production




plant in China that we acquired in the beginning of 2004. We expect that there might be
continuous periodic fluctuations in our gross profit margin resulting from changes in our
product sales mix and from possible currency fluctuations, while further evaluating
continuously our provision for inventory write-down.

Research and Development

| Research and development expenses increased by 36.6% to € 8.9 million, 10.0% of
revenues in 2004, compared to € 6.5 million, 14.5% of revenues in 2003. In addition to
these expenses, in 2004 we offset approximately € 285,000 of research and development
expenses through government project funding recognized during that period, compared
to approximately € 502,000 of such funding recognized in 2003. The increase of our
research and development expenses in 2004 was a result of the intensified efforts in
developing and supporting new products and enhancements of existing products. As of
December 31, 2004, we had 78 employees primarily engaged in research and development
compared to 63 employees as of December 31, 2003. We believe that research and deve-
lopment expenditures are essential to maintaining our competitive position and expect
to increase the current quarterly level of research and development expenditures in the
foreseeable future to support our commitment to new product development efforts.

Selling, General and Administrative

| Selling, general and administrative expenses increased by 38.3% to € 18.0 million,
20.1% of revenues in 2004, from € 13.0 million, 29.0% of revenues in 2003. The increase
of selling, general and administrative expenses was in the first place related to the higher
level of commission expenses in 2004, which is related directly to the increased level of
revenues of 2004. Secondly, the increase was a result of additional staffing to support
our broadened customer base and product mix. As of December 31, 2004, we had 67
employees primarily engaged in our marketing, sales and technical support department
compared to 55 employees as of December 31, 2003,

Net Other Income [Expense)

i In 2004, we recorded € 714,000 of net other income compared tc € 100,000 of net
other income in 2003. The difference was primarily attributable to currency exchange
gains in the year 2004 amounting to € 0.4 million, compared to the currency exchange
losses of approximately € 0.2 million in 2003. Despite the continued further depreciation
of the U.S. dollar versus the Euro in the course of 2004, we were able to limit the impact




of currency exchange gains or losses, following the change in 2003 from U.S. dollar
towards Euro as our main invoicing currency.

Income Taxes

.- Income tax expense was € 7.7 million in 2004 compared to € 0.6 million in 2003.

Based on the improved business conditions and outlook, we benefited in 2004 and 2003
from the releases of valuation allowances on deferred tax assets in some of our foreign
subsidiaries.

Liquidity and Capital Resources

-{-~ During 2004, net cash provided by operating activities amounted to € 21.2 million.

Cash flow, defined as net income increased by non-cash items such as amortization,
depreciation, provision for doubtful debts and deferred tax expense [benefit], amounted
to a positive cash flow of € 25.5 million, while changes in operating assets and liabilities
used € 4.3 million in cash. Sources of cash as a result of changes in assets and liabilities
included an increase in other current liabilities of € 4.9 million and in income taxes payable
of € 2.0 million that was entirely offset by an increase in inventories of € 7.7 million and
in accounts receivable of € 3.6 million, resulting from the increased level of activity.

During 2004, net cash used in investing activities amounted to € 7.7 million, primarily
used for the payment of acquired intangible assets. The remainder of investments related
to primarily the finalization of our headquarters facilities, including the cleanroom
investment for our wafer inspection business. We currently do not foresee significant
capital commitments for the year 2005.

During 2004, net cash used in our financing activities amounted to € 0.6 million, pri-
marily for repayment of borrowings.

As of December 31, 2004, we had long-term obligations of approximately € 5.2 million,
consisting of long-term debt. As of that date, the current portion of these long-term
obligations totaled € 0.7 million. We also have several non-cancelable operating leases,
primarily for motor vehicles and office premises, which expire over the next three to five
years. As of December 31, 2004, the total minimum lease payments till 2009 will be

approximately € 2.4 million.




Balance sheet

| On December 31, 2004, we had total assets of € 97.0 million. Besides cash and cash
equivalents of € 42.2 mitlion, assets consisted primarily of inventories and trade accounts
receivable totaling € 34.2 million and net property and equipment of € 10.1 million. With
a value of € 8.8 million, the office buildings accounted for the largest part of property
and equipment.

We have stockholders’ equity of € 72.9 million, financing approximately 75% of total

assets, which evidences our sound financial structure.

Outlook 2005

| For ICQS, 2004 unequivocally demonstrated the strength of our operational model
and proved our strategy of expanding our addressable market through the introduction of
new products. Also, we further strengthened our long-term relationships with the major
IC manufacturers and their subcontractors around the world and thereby strengthened
our market leadership. '

In 2005, we expect that, despite the short term weakness in the market, several of
our newer products will continue to grow and their contribution to overall sales will
increase. More in general, we see plenty of opportunities for our inspection systems, as
the variety and complexity of semiconductor packages are evolving rapidly. We also
believe that we are well positioned to benefit from these opportunities, as we are the
current market leader and have the technology and the products, the customer rela-
tions and the operational model that are necessary to be successful in this rapidly expan-
ding market. Therefore, we are confident about the future and eager to further imple-

ment our growth strategy.




Chapter 3
Corporate Governance

I Board of Directors

1.1 Composition of the Board of Directors

—1_ Under the Articles of Association, the Board of Directors should be composed of at
least three members. Shareholders who either belong to the management of the Com-
pany or {COS Vision Systems NV or who are entrusted with the day-to-day management
of any of the Company’s subsidiaries, or any subsidiary of ICGS Vision Systems NV, are
entitled to nominate a majority of the Directors of the Board. In addition, under the
Articles, Jos Verjans, who is Chairman of the Board, is entitled to nominate one candidate
for the Board of Directors. This nomination right is transferable between shareholders,
can only be exercised by a shareholder and expires upon the death of Mr. Jos Verjans.

The Board of Directors is composed of six people, including the Chairmain who
served until March 31, 2002 as President and CEO, two executive directors and three
independent non-executive directors:

Jos Verjans Chairman of the Board of Directors
Anton DeProft Executive Director, President and CEO of the Company
André Oosterlinck Director, Rector-President of the Catholic University of

Leuven, co-founder of the Company

Gust Smeyers Executive Director, Vice President of Research &
Development of the Company

Exeter International NV, Director, Managing Director of Rendex Partners,
represented by Paul de Vrée, co-founder of the Company
Managing Director

Fred Chaffart Director, Board Member of Gevaert NV
and several other companies




. Atthe Annual General Meeting of Sharehclders held on May 13, 2003, the following
directors were elected as independent directors as defined in accordance with article
524 84 of the Belgian Corporate Code, for a term ending immediately after the Annual
General Meeting of Shareholders of 2008, unless their terms are earlier terminated by a
vote of the stockholders: Mr. André Qosterlinck, Mr. Fred Chaffart and Exeter International
NV, represented by Mr. Paul de Vrée. All other directors are also serving for a term
ending immediately after the Annual General Meeting of Shareholders of 2008.

During its meeting of February 20, 2003, the Board of Directors decided to call for a
Extraordinary General Meeting of Shareholders on May 13, 2003 which reconvened on
June 3, 2003 as the quorum was not reached in the first meeting. During this meeting,
the Board of Directors was awarded the authority for a period of 18 months to repurchase
its own shares for a maximum of 1,000,000 shares at a price of at least € 0,01 and at
the most € 10. Under this authorization which expired in 2004, no shares have been
repurchased.

The Board of Directors has also the authority for a period of five years ending July 7,
2007 to increase the capital of the Company up to € 3,574,440.35 (issuance premium,
if any, not included) with the possibility, in the interest of the Company, to restrict or
cancel the preferential subscription right of the shareholders.

1.2 Functioning of the Board of Directors and its Special Committees

| The Board of Directors meets upon invitation of the Chairman of the Board or, of the
Executive Director and CEG, whenever the Company's interests require it or when one
director requests a meeting. The Board of Directors held 7 meetings during 2004.

The main topics on which the Board of Directors deliberate are the mission and the
strategy of the Company, matters of world-wide economic importance, the cycle of the
industry, the development of new activities or discontinuation of existing activities, the
establishment and closure of Group companies, general corporate and social policy,
mergers and acquisitions, and the hiring and remuneration of senior management. The
Group’s budgets and periodic financial results and cash flows are evaluated by the Board.

As a special matter of attention, the Board of Directors is closely following up on the
implementation of the Sarbanes-Oxley Act within the time frame set for foreign private
issuers, taking into account the SEC final rules in response to this Act, as well as the

Nasdaq corporate governance rules.




—1—. Some of these matters are delegated to special committees operating under a written
charter from the Board of Directors.

The Audit Committee operates pursuant to a written Charter that was approved and
adopted by the Board of Directors. Under the provisions of the Audit Committee Charter,
the Audit Committee is responsible for, among other things: recommending to the Board
of Directors the nomination of the independent auditor; reviewing and monitoring the
financial reporting process and internal control systems; reviewing the annual financial
statements, the scope of the audit and the role and performance of the independent
auditor; reviewing the independence of the independent auditor; providing an open ave-
nue for communication between the independent auditor, management and the Board
of Directors; reviewing and approving all related party transactions and reviewing its
Charter annually. The Audit Committee is authorized to seek cutside legal or other
advice to the extent it deems necessary or appropriate, provided it shall keep the Board
advised as to the nature and extent of such outside advice. It is furthermore authorized
to confer with Company management and other employees. In accordance with the
Sarbanes-Oxley Act and in order to preserve the independence of the auditor, the Audit
Committee has implemented since February 2003, a pre-approval procedure for audit
and all permitted non-audit services. According to Nasdaq and SEC rules, the Audit Com-
mittee must consist of at least three members, all of whom have to be independent
directors. The members of the Audit Committee are Mr. André Qosterlinck [Chairman),
Mr. Fred Chaffart and Exeter International NV, represented by Mr. Paul de Vrée. The Audit
Committee held 4 meetings during fiscal 2004.

A Remuneration Committee was installed during 2001 and is responsible for, among
other things: recommending and reviewing atl remuneration and compensation of the
senior management.

Members of the Remuneration Committee are Mr. André Oosterlinck (Chairman],
Mr. Fred Chaffart and Exeter Internationat NV, represented by Mr. Paul de Vrée. The
Remuneration Committee held 1 meeting during fiscal 2004.

The majority of the Directors has to be present or be represented to enable the Board
to validly deliberate and make decisions. Decisions are reached by majority of the votes.
In the event of a tie, the Chairman has the casting vote.




1.3 Directors’ remuneration

L The global amount of fees paid in 2004 to all directors, including the fees paid to
directors who are member of any advisory committee, amounted to € 57,000. No loans
nor advance payments are given to the Directors.

1.4 Directors’ shareholding

L As of the date of this report, non-executive directors have the following share owner-

ship: 16.4%.

Management

2.1 Composition of Management

The President and CEO is responsible for the implementation of the corporate policy
and strategy as defined by the Board of Directors. To this extent, he receives the widest
range of competencies with respect to day-to-day management and is to this purpose
assisted by a Senior Management team. The Senior Management team regularly submits
reports to the Board of Directors concerning its activities.

The Senior Management team is composed of four people:

Anton DeProft President and CEO

Gust Smeyers Vice President Research and Development
Guido Vervoort Vice President Operations

Koen Gutscoven Vice President Marketing and Sales

In principle, the Senior Management team meets once a month.




_1__ Besides the senior managers, the world-wide Management team consists of the
following additional people:

Seiichi Kohnoike General Manager of ICOS Vision Systems Ltd, Japan
Robin Kam General Manager of ICOS Vision Systems Pte. Ltd.,
Singapore

Masoud (Max) Mirgoli General Manager of ICOS Vision Systems Inc., USA
John Zabolitzky General Manager of ICOS Vision Systems GmbH, Germany
Stephanus Wansleben  General Manager of ICOS Vision Systems GmbH, Germany

Godwin Tse General Manager of ICOS Vision Systems Ltd, Hong Kong
and of ICOS Vision Systems (Shenzhen} Co. Ltd., China

Elton Lee General Manager of ICOS Vision Systems Korea Co. Ltd.,
‘ Korea

The world-wide Management team meets in principle twice a year in order to
discuss market and product evolution and budgets.

2.2 Management’s remuneration

1 Theoverall remuneration paid to the members of Management during 2004, amounted
to € 1.7 million. No loans nor advance payments are given to these managers.

On February 17, 2003, the number of share options attributed to the members of
Management was equal to 117,950. The exercise price of these options is U.S. dollar 5.50
and the exercise period runs from January 1, 2004 to December 5, 2009. During the year
2004, 10,500 of these options have been exercised.

2.3 Management’s shareholding

1 As of the date of this report, the management has the following share ownership:
11.1%.




Independent Registered Public

Accounting Firm

L The Company’s Independent Registered Public Accounting Firm is Klynveld Peat
Marwick Goerdeler Bedrijfsrevisoren [KPMG), represented by Mr. Jos Briers. At the
Annual General Meeting of Shareholders held on May 14, 2002, the auditor was appointed
for a three year period, ending immediately after the Annual General Meeting of Share-
holders to be held on May 10, 2005, date on which KPMG is eligible for re-appointment
for another three year period.

The audit fees paid to KPMG in 2004, amounted to € 300,000. Non-audit fees paid to
KPMG amounted to € 104,752 and principally related to taxation, due diligence services

and other advices.

Insider trading policy

— All members of the Board of Directors and of the Management team as well as
all employees who have access to confidential and material information which is not
generally available to the investing public, have signed an insider trading policy with the
Company. In essence, these people (1) are forbidden to engage in trading in securities
of the Company while in possession of material non-public information (“insider
trading”] and are required to maintain the confidentiality of such non-public information,
(2] are restricted to engage in short-term speculative trading and (3] can only trade in
specific trading windows after pre-clearance of the trade with the Compliance Officer.
All employees of the Company have signed a similar insider trading policy with the

exception that they are not bound by the trading window.
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Report of Independent Registered
Public Accounting Firm

The Board of Directors and Stockholders of
ICOS Vision Systems Corporation NV:

We have audited the accompanying consolidated balance sheets of ICOS Vision
Systems Corporation NV, a Belgian corporation, and its subsidiaries, as of December 31,
2004 and 2003, and the related consolidated statements of income (loss), stockholders’
equity and comprehensive income (loss), and cash flows for each of the years in the three-
year period ended December 31, 2004. These consolidated financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion
on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company
Accounting Oversight Board (United States]. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by manage-
ment, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly,
in all material respects, the financial position of ICOS Vision Systems Corporation NV and
subsidiaries as of December 31, 2004 and 2003, and the results of their operations and
their cash flows for each of the years in the three-year period ended December 31, 2004,
in conformity with U.S. generally accepted accounting principles.

KLYNVELD PEAT MARWICK GOERDELER

Bedrijfsrevisoren Hasselt, Belgium
Represented by J. Briers : February 16, 2005
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{in thousands of Euro, except share data)

December 31, 2G04 2003
ABBETS S -
Current Assets L L )
Cash and cash equivalents o 42179 29530
Trade accounts receivable, net of allowance for doubtful accounts o o
of€ 82 and £ 75 at December 31, 2004 and 2003, respectively g, 166“ 13079
Inventories net(Note 2] 18063 0,681
_Prepaid expenses o S o221 332
__Current deferred tax assets (Note 5} e o 1ars 479
Other current assets B 1,465 1,172
Total current assets 79,272 35,273
Net~p-rdperty and equ»pment [Notes 3.7 and 11] - B ‘ 10 134 , ‘ 9196
Intangible assets (Note 1 [l}) } - N 5,505 ‘ -
Goodwill (Note 1 [m]] o ]JJ 49 1, 1&9
N?ES‘JL@M deferred_tax assets (Note 5] - 3,495
Other assets [Note 1 k) 966 616
_Totalassats _gTbze 89729
! G 5*?3”(1‘ Qe DERE T
C_u'rrent Llabllmes o w~.-j1” S B
Trade accounts payable 7 5466 4,308
Current _portion of long- terrT_\ de_bt [Note 8} B e 681 647
N Accrued  expenses e 3,509 N 2 895
) V_Income taxes payable B 299 1 197
Ceferred revenue [Note 1ol 7 e 2,095 428
B Other current liabilities (Note 4] e i 3.574 385
Total current Liabilities B } 18,315 9,863
Long- term debt, excluding current portion (Note8} 4,490 5171
Noncurrent deferred tax liabilities { {Note 8 905 -
Prov:smn for warranty (Note 1 (q)) e f;O_tS 646
tha liabitit ies 24,118 15,677
Codﬁ:ntrnents and contmgencres [Notes 7 and 13) S '_ i
Stockholders eqmty [Note 9] B T g_-A T ;
) Common storc_kr No par ve value 10, 527 371t]_a_nd 10, 507,810 shares issued o ,
and outstandmg at December 31 2004 and 2003 respectively 3237 3,230
_ Addltlonal paid-in caplta_l vvvvv 22,396 22317
Retamed earnings N o w750 2797 - 29.813
B Accu_m__utated other comprehensive income loss) {3,004) (1,308)
Total stockholders’ equity 72,9328 5&,@52-
Total liabilities and stockholders’ equily 97,026 69,729
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Consolidated Statements of Income (Loss)

(in thousands of Euro, except share data)

Years ended December 31, 2004 2003 2002

Revenues [Notes 11 and 12 - 89.326 44,757 30,550
Cost of goods sold 35,012 19,402 12,208

Gross profit 54,314 25,358 18,342
Operating expenses: :

Research and development [Note 1 (r]] 8,885 6,506 6,664

Selling, general and administrative R 17,950 12,981 12,003

Total cperating expenses 26,835 19,487 18,667

Income {loss] from operations 27,679 5,868 {325)
Other income [expense): o

Interest income B 513 534 742

Interest expense {362) {398) (374)

Other income ) 155 176 17

Foreign currency exchange gain {loss) 408 (212) (1,982)

Net other income [expense} 714 160 (1,697}
Income (loss) before income taxes _ 28,193 5,968 (1,822)
Income taxes (Note 5) B 7,727 641 620
Net income (loss) 20,466 5,327 12,642}
Basic earnings per share (Note 1 {w)) 1.9 0.51 {8.23}
Weighted average number of commen

shares outstanding [Note 7 {w)) 10,517,187 | 10,507,81¢ 10,507,810
Diluted earnings per share (Note 1 (w)) 1.91 0.50 {0.23}
Diluted weighted average number of common

shares outstanding (Nete 1 (wi} 10,704,638 | 10,594,812 10,507,810

See accomnpanying notes to the consolidated financial statements
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{in thousands of Euro, except share data]

Comman Stock Additional Retained  Accumulated | Comprehensive  Stockhoiders’

paid-in Earnings Otheri Income (Loss) Equity
Capital . Comprehensive |

! Income [Loss] |
! |

\
|
|
| | |
| | |
l
(

Number | Amount
of Shares |

Balance at December 31, 2001 ] 10,507,810 3,230 | 21,947 26928 | 1891] | aieds

Comprehensnve |ncome [lossl R R R
_ Netincome (loss] for - year e _: Y ‘A[24§2] 0 (2.442)
* Foreign currency ! ;
___translation adjustment A R SRR R 39, 319 319

?o‘tal“cuor-m')rehensivé‘ - T R ! o i
income (loss] 1 . o 223y
Stockplans - o L870 |-l _ 370

X¥

o

§

(53]

Balance at December 31, 2002. | 10,507,810 3,230 22,317 26,486 | 1160 | E
Comprehensive income llossl T T T |
__Netincome foryear ' - | - 4. 8822 - 5327 5327
Foreign currency
translation adjustment -

- - S el (1168 (1.168)

— B P W

Total comprehenéivé' T
income (loss] | | | — Lo 4189

e T & . e 1 U

SN TSN

Balance at December 31, 2003_| 10,507,810 | 3,230 22,317 29,813 ,308)] | sage2

R SO SO PP ISR S e . S

Comprehenswe |ncome lloss]

Netincomeforyear | - - |- | 204 -1 20466 20468

Foreign currency

translation adjustment e es) s (1696) (1,696)

A*L\AAAIA
B e I

Totalco“ﬁ{p'rehenswe R 7 ' ‘j : 1
income (loss) o % o R T U - 4 L

Shares :ssued in connectlon
with the exercise of

stock options | 19,500 R s A L — B

- e
|
i
i
|
i
1

[3,004] | | 72,98,

Balance at Decamber 31,2004 | 10,527,310 | 3,237 | 22,396 | 50,279
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Consolidated Statements of Cash Flows

{in thousands of Euro, except share datal

Years ended December 31, 2004 2003 2002

Cash flows from operating activities
Net income (loss] 20,466 5,327 (2,442)
Adjustments to reconcile net income to net

cash provided by (used in) operating activities:

Depreciation and amortization ) 1,356 764 830
Allowance for doubtful debts B 7 {43) (19)
Loss on disposal of fixed assets o 11 63 -
Deferred tax expense [benefit) B 3,689 (677) (49)
Stock-based compensation expense _ - - 370
Changes in assets and liahilities: -
Increase in trade accounts receivable (3,582) (6,322] (4,140)
Decrease {increase] in inventories (7,736) 608 5218
Decrease [increase] in prepaid expenses and other current assets (812) 471 2,549
Decrease lincrease) in other assets (471) 59 (114}
(Decrease] increase in trade accounts payable i 910 3,366 (785]
(Decrease] increase in accrued expenses 673 1,191 (955)
(Decrease] increase in income taxes payable 2,030 824 11,097)
[Decrease] increase in other current liabilities 4,942 (771) 1,830
(Decrease] increase in provision for warranty services (238) 207 151
Net cash provided by operating activities 21,245 5,067 1,347

Cash flows from investing activities

Additions to property and equipment ~ (1,555} (326) {1,983]
Purchase of acquired intangible assets (6,129} - -
Acquisitions, net of cash received {35) - -

Net cash used in investing activities {7.719) (326) (1,983}

Cash flows from financing activities

Repayment of barrowings ) (647) (615) (470)
Proceeds from borrowings ) - - 6,400
Proceeds from shares issued in connection

with the exercise of stock options -~ 86 - -
Capital lease payments - (5] (5

Met cash provided by lused in} financing activities {561) {620) 5,925
Increase in cash and cash equivalents 12,965 4,121 5,289
Impact of exchange rate movements on cash . (316] [471) (61)
Cash and cash equivalents at beginning of period 29,530 25,880 20,652

Cash and cash equivalents at end of period 42,179 29,530 25,880

gﬁpplemental disclosure
Cash paid during period for interest 362 398 378
Income taxes paid 2,042 488 1,734

See accompanying notes to the consolidated financial statements
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1. Summary of Significant Accounting Policies

The accompanying consolidated financial statements present the results of opera-
tions, financial position and cash flows of ICOS Vision Systems Corporation NV (*ICOS" or
“"the Company") and its subsidiaries (ICOS together with its subsidiaries, "the Group”).

The consolidated financial statements are prepared in accordance with accounting
principles generally accepted in the United States of America. They reflect adjustments
made for US reporting purposes which are not recorded in the Company’s Belgian statu-
tory accounts.

3. Jastrintion of Busingss

ICOS was incorporated in Belgium in 1989. The Company was incorporated to act
primarily as a holding company through which management and certain investors
purchased a controlling interest in ICOS Vision Systems NV ["IVS"]. IVS was incorporated in
1982 in Belgium, to design, develop, manufacture, market, sell and support machine vision
and inspection systems for industrial applications. VS owns 100% of the common issued sha-
res of its two operating subsidiaries, ICOS Vision Systems, Inc. ("INC"}, located in Santa Clara,
United States of America, and ICOS Vision Systems, Ltd. ("LTD"), located in Yokohama, Japan.
The subsidiaries of IVS, provide sales and support services in their regional markets.

On July 23, 1998, ICOS acquired 100% ownership of ICOS Vision Systems GmbH
(formertly QTEC Industrie~-Automation GmbH]) {*"GMBH"], located in Oberhaching, Germany.
This subsidiary operates primarily as a R&D center for the Group and provides sales and
support services for the non-semiconductor applications.

On December 27, 2002, ICOS incorporated a new subsidiary ICOS Vision Systems
Limited ("ICOS HK"), in Hong Kong, and effective January 1, 2003, the operations of the
previous IVS" branch office in Hong Kong, were transferred to this newly incorporated
subsidiary. The subsidiary ICOS HK provides sales and support services in its regional
market and is both a R&D and production center of the Group. Through ICOS HK, the
Company has acquired in March 2004, 100% ownership of ICOS Vision Systems (Shenzhen]
Co. Ltd. ["ICQOS Shenzhen"), formerly Jointech Precision Equipment [Shenzhen) Co. Ltd.,
for a total consideration, net of cash received, of Euro 35. ICOS Shenzhen has become a
preduction plant of the Group.
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On May 14, 2003, ICOS incorporated a new subsidiary ICOS Vision Systems Pte. Ltd.
("1C0OS SG”), in Singapore, and effective June 1, 2003, the operations of the previous
IVS" branch office in Singapore, were transferred to this newly incorporated subsidiary.
This subsidiary provides sales and support services in the area Singapore, Malaysia and
Thailand.

On April 20, 2004, ICOS incorporated a new subsidiary ICOS Vision Systems Korea Co.
Ltd., in South Korea ("ICOS Korea"]. This subsidiary of ICOS provides sales and support
services in South Korea.

c. Principles of Consolidation

At December 31, 2004, the Company owns substantially all of the outstanding shares
of IVS [99.9%], of GMBH (100%), of ICOS HK (100%], of ICOS SG (100%) and of ICOS Korea
(100%]. Accordingly, the consolidated financial statements include the accounts of ICOS,
GMBH, ICOS SG, ICOS Kerea and the consolidated accounts of VS, including its two wholly
owned subsidiaries INC and LTD, and the consolidated accounts of ICOS HK including its
wholly owned subsidiary ICOS Shenzhen. All significant intercompany balances and trans-
actions have been eliminated in the consoclidated financial statements.

d. Foreign Currencies

Functional Currency

The Group's major operations are located in Belgium. Revenues are denominated in
several currencies, of which the majority was denominated in Euro. At the same time,
the majority of the expenses was also incurred in Euro. The functional currency of
ICOS, IVS and GMBH is Euro.

The functional currencies of the three other ICOS subsidiaries are the Hong Kong
Dollar {HK$ or HKD) for ICOS HK, the Singapore Dollar [S$ or SGD] for ICOS $G and
the South Korean Won [KRW] for ICOS Korea. The functional currencies of the IVS
subsidiaries are the United States Dollar ($ or U.S. Dollar] for INC and the Japanese
Yen (JPY] for LTD.

Foreign Currency Transiation

The income statements and balance sheets of INC, LTD, ICOS HK {including IC0S
Shenzhen), ICOS SG and ICOS Korea are translated into Euro using the current rate
method. Under the current rate method, the assets and liabilities of these entities are
translated at exchange rates in effect at the end of the period, and revenues and
expenses are translated at the average exchange rate during the period. All cumulative
translation gains or losses are included in accumulated other comprehensive income,
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Movements on the consolidated cash flow statements are translated into Euro at
average exchange rates during the periods and, accordingly, may not correspond
exactly with related movements on the balance sheets.

Foreign Currency Transactions
Exchange gains and losses arising from transactions denominated in foreign currencies
are included in the accompanying consolidated statements of income [loss).

The preparation of consolidated financial statements in conformity with generally
accepted accounting principles requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosures of contingent
assets and liabilities at the date of the consolidated financial statements, and the reported
amounts of revenues and expenses during the reporting period. The Group uses estimates
in its normal course of business to evaluate allowance for doubtful debts, warranty, excess
and obsolete inventory, deferred tax assets and other provisions. Actual results could
differ from those estimates.

The Group recognizes revenues from the sale of its vision and inspection modules and
of spare parts upon delivery for OEM products and installation for inspection systems
provided that transfer of title and risk of loss has passed to the customer {both direct third
party customers or through distributors], that no significaht obligation remains and the
collection of the related trade account receivable is reasonably assured. The Group has
no significant contractual post-shipment support obligations to its customers, except for
certain warranty obligations discussed in Note 1 (q). Transport and handling costs are
recorded in cost of goods sold in the same period the related revenue is recognized.
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In accordance with SFAS No. 133, Accounting for Derivative Instruments and Certain
Hedging Activities and SFAS No. 138, Accounting for Certain Derivative Instruments and
Certain Hedging Activity, an Amendment of SFAS No. 133, all derivative instruments are
recorded on the balance sheet at their respective fair values.

As at and for the years ended December 31, 2004 and 2003, the Group did not enter
into any forward exchange contracts, nor any derivative instruments.
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The carrying amounts of cash and cash equivalents, trade accounts receivable, other
current assets, trade accounts payable and accruals meeting the definition of financial
instruments, approximate their fair values due to the short maturity of these items.

h. Cash and Cash Equivalents

The Group considers its term deposits, which have maturities of three months or less
as of the date acquired by the Group, to be cash equivalents.

i. Inventories

Inventories comprise materials, direct labor and manufacturing costs and an appro-
priate allocation of certain indirect overhead costs and are stated at the lower of cost
[determined on a weighted average basis) or market. Management performs periodic
reviews of inventory and provides for excess and obsolete inventory or disposes of such
inventory as considered necessary.

j. Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets
and liabilities are recognized for the future tax consequences attributable to differences
between the financial statement carrying amounts of existing assets and liabilities and
their respective tax bases, and to operating loss carryforwards. Deferred tax assets and
liabilities are measured using enacted tax rates expected to apply to taxable income in
the years in which those temporary differences are expected to be recovered or settled.
The effect on deferred tax assets and liabilities of a change in tax rates is recognized in
income in the period that inctudes the enactment date.

k. Other Assets

Other non current assets consist primarily of licenses for handling technology and
deposits. The licenses are recorded at cost and are being amortized over their useful life
(8 years). Amortization expense for the years ended December 31, 2004, 2003 and 2002
was Euro 120, Euro 283 and Euro 567, respectively.
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In June 2004, the Company acquired the wafer inspection business of Siemens AG.
Under the terms of the agreement, ICOS acquired, for a cash consideration of Euro 6,250,
the rights to all of Siemens' two-dimensional (2D]) wafer inspection technology, as well
as the assets related to the wafer inspection business.

The purchase price has been allocated as follows: Euro 121 to movable tangible fixed
assets, to be depreciated over the estimated useful lifetime {3 years}; Euro 3,000 to non
compete agreements, to be amortized over 3,5 years and Euro 3,129 to Intellectual Property
lincluding patent applications), to be amortized over 8 years.

Amortization has commenced as of July 1, 2004, being the effective start of the trans-
fer of the business know-how. The amortization expense for the year ended December
31, 2004 was Euro 624. The estimated amortization expense for the next five years is: Euro
1,248 in 2005, 2006 and 2007 and Euro 391 in 2008 and 2009.

Goodwill of Euro 2,044 was recorded with the acquisition of GMBH during 1998. It has
been recorded at cost and was being amortized until 2001 on a straight-line basis over
an eight-year period, being the estimated useful life of the asset. As of January 1, 2002,
the Company adopted the provisions of SFAS No. 142, Goodwill and Other Intangible Assets.
Goodwill and intangible assets acquired in a purchase business combination and
determined to have an indefinite useful life are not amortized, but instead tested for
impairment at least annually in accordance with the provisions of SFAS No. 142, SFAS
No. 142 also requires that the intangible assets with estimable useful lives be amortized
over their respective estimated useful lives to their estimated residual values, and reviewed
for impairment in accordance with SFAS No. 144, Accounting for Impairment or Disposal of
Long-Lived Assets.
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n. Property and Equipment

The Group records property and equipment at cost and then provides for depreciation
using the straight-line method over the estimated useful lives of the assets as follows:

Estimated Useful Life

Machinery and equipment o 5years
Vehicles and computer equipment - 4 years
Furniture o 7 years
Building ) 40 years

When property and equipment is retired or sold, its cost and the related accumulated
depreciation are written off and the resulting gain or loss is included in income.

o. Impairment of Long-Lived Assets

SFAS No. 144 provides a single accounting model for impairment of long-lived assets,
other then goodwill, and assets to be disposed of. The Company adopted SFAS No 144
on January 1, 2002. The adoption of SFAS No. 144 did not affect the Company’s financial
statements.

In accordance with SFAS No. 144, long-lived assets, such as property, plant and equip-
ment, and purchased intangibles subject to amortization, are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount of an
asset may not be recoverable. Recoverability of assets to be held and used is measured
by a comparison of the carrying amount of an asset to estimated undiscounted future cash
flows expected to be generated by the asset. If the carrying amount of an asset exceeds
its estimated future cash flows, an impairment charge is recognized for the amount by
which the carrying amount of the asset exceeds the fair value of the asset. Assets to be
disposed of would be separately presented in the balance sheet and reported at the lower
of the carrying amount or fair value less costs to sell, and are no longer depreciated. The
assets and liabilities of a disposal group classified as held for sale would be presented
separately in the appropriate asset and liability sections of the balance sheet.

Goodwill and intangible assets not subject to amortization are tested annually in
the course of the fourth quarter of each fiscal year, for impairment, and are tested for
impairment more frequently if events and circumstances indicate that the asset might be
impaired. An impairment loss is recognized to the extent that the carrying amount exceeds
the asset’s fair value. The Group believes that no such impairment exists at December 31,
2004.
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Deferred revenue relates to sales in the ordinary course of business of the Group's
products, for which all of the revenue recognition criteria (Note 1(f)] have not yet been met
at the balance sheet date.

The Group provides warranty coverage on its products from the date of shipment. The
warranty period is generally 12 to 24 months. Management has estimated the cost of
warranty coverage to be approximately 2% of revenues derived from the last year sales
of end user products. This estimate is subject to review and may be changed when deemed
appropriate by management. Estimated costs related to the warranty are accrued in the
period of revenue recognition. Warranty expense is included in selling, general and admin-
istrative expenses.

The provision for product warranty reflects the estimated costs of replacement and free-
of-charge services that will be incurred by the Company with respect to products sold.
The changes in the provision for product warranty are as follows:

2004 2003
BaencessofJonvaryl. . o 8 W8
Addions SRS P 613
Utilizations (558] [405)
Balance as of December 37, : 1.361 { 646

As a result of increased sales, as well as new product introductions, management believes
that Euro 953 of the total warranty provision as of December 31, 2004 should be classified
as current (included in other current liabilities).

The Group engages in research and development to enhance existing products and to
develop new products to meet new market opportunities. The Group expenses research
and development costs as incurred. The Group has carefully evaluated the technological
feasibility of the software portion of its products during the development stage in accor-
dance with SFAS No. 86, Accounting for the Costs of Computer Software To Be Sold, Leased
or Otherwise Marketed.
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The Group sells products in a market that is subject to rapid technological change,
new product development and changing customer needs. Accordingly, the Group has con-
cluded that it cannot determine technological feasibility until the development stage of
the product is nearly complete. The time period during which costs could be capitalized
from the point of reaching technological feasibility until the time of general product release
is very short and, consequently, the amounts that could be capitalized are not material to
the Group's financial position or results of operations.

The Regional Government of Flanders and the European Community provide non-
refundable financial support for certain research and development projects, which is used
to offset gross research and development expenses. This financial support is recorded
when cash is received and the expenses have been incurred. The Group incurred research
and development expenses as follows:

Years ended December 31, 2004 2003 2002

Research and development expenses,

net of government funding 8,885 6,506 6,664
Government funding 285 502 339
Total gross research and development expenses 9.176 7.008 7,003

s. Commitments and Contingencies

Liabilities for loss contingencies arising from claims, assessments, litigation, fines
and penalties, and other sources are recorded when it is probable that a liability has been
incurred and the amount of the assessment and/or remediation can be reasonably esti-
mated.

t. Stock Option Plan

The Company recognizes compensation costs using the intrinsic value based method
described in APB No. 25, Accounting for Stock Issued to Employees. SFAS No. 123
permits the continued use of the intrinsic value based method, but requires additional
disclosures, including pro forma calculations of net income and earnings per share, as
if the fair value method of accounting prescribed by SFAS No. 123 had been applied in
respect of the Employee Stock Plans in 2004, 2003 and 2002.

Had the Company determined compensation cost based on the fair value at the grant
date for the Employee Stock Plans under SFAS No. 123, the Company’s net income would
have been reduced to the pro forma amounts indicated helow.
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2004 2003 2002

Netincome [lossl,asreported 20466 5327 2442
Ad‘d stock-based emp(é;ée comp_eﬂnﬁsa-tirorrvn e;pense S
___included in reported net income (loss}, net of tax - S 1L
Deduct total stock-based employee compensation

expense determined under fair-value-based

method for all awards, net of tax o (137) (264]) [456)
Proformanetincomefloss 20329 5063 (252
Basicearnings per share,asreported 195 051 (023
Basic earnings per share, pro forma 1.93 048 {0,24]7__“_
Diluted earnings per share, as reported oo er 050 ez
Diluted earnings per share, pro forma _ 1.90 0.48 (024

The per share weighted average fair value of stock purchase rights granted during
2003 and 2002 was Eur 2.06 and Eur 7.04, respectively, on the date of grant using the
Black Scholes option-pricing model based on the following weighted average assumptions.

2003 2002
Expected dividendyield oo
Expected volatility factor S0 50%
Risk free interest rate . ... 208%  395%
Expected life in months . 58 o

In December 2004, the FASB issued Statement of Financial Accounting Standards
No. 123 [revised 2004), "Share-Based Payment” ["SFAS No.123R"), which revised SFAS
No0.123, "Accounting for Stock-Based Compensation”. This statement supercedes APB Opinion
No. 25, "Accounting for Stock Issued to Employees”. The revised statement addresses the
accounting for share-based payment transactions with employees and other third parties,
eliminates the ability to account for share-based compensation transactions using APB 25
and requires that the compensation costs relating to such transactions be recognized in
the consolidated statement of income. The revised statement is effective as of the first interim
period beginning after June 15, 2005. The adoption in 2005 will not have a material effect
on the Company’'s financial statements.
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v. Risks and Uncertainties

Nature of operations

The Company is active in a rapidly changing market and depends on the cyclical
demand of the semiconductor and electronic assembly industries, which may affect
its financial condition and results of operation. Furthermore, the market for the
Company’s products is characterized by rapidly changing technology. The Company’s
future success will depend upon its ability to enhance its existing products and to
develop and introduce new products to meet customer requirements and address
technological developments.

Customer Concentration

The Company markets and sells its products to a broad base of customers including
original equipment manufacturers {OEMs), and component manufacturers. The Com-
pany anticipates that a significant portion of its revenues will continue to be derived
from a relatively small number of customers [Note 12]. A loss of, or reduction or delay
in, orders from these or other significant customers, including reductions or delays
due to market, economic or competitive conditions in the semiconductor or electronic
assembly industries, could have a material adverse effect on the Company's business
and financial statements as a whole.

International Operations

The Company's business is conducted world-wide, primarily in Europe, Japan, Rest of
Asia and the United States. As a result, the Company's revenues and profits are, to a
very high degree, subject to the general economic conditions in such areas. There can
be no assurance that a change in the economic conditions within one or more of these
areas will not have a material adverse effect on the Company’s business, financial con-
dition and results of operations. Further, the Company’s business may be adversely
affected by risks inherent in internationat operations, including fluctuations in currency
exchange rates, transportation delays or interruptions from international suppliers,
various regulatory requirements, political and economic changes, greater difficulties
in trade accounts receivable collection, and possibly adverse tax consequences.

Inventories

The Company maintains a level of inventory of which some portion may be for certain
products in excess of the Company’s current requirements based on the recent level of
sales. Management closely monitors the inventory levels, taking into consideration the
industry market conditions, and believes no additional loss will be incurred on its dis-
position over the amounts provided for in 2004. No estimate can be made of a range of
amounts of loss that are reasonably possible should the market conditions in the semi-
conductor or electronic assembly industries deteriorate from the current level of sales.




Concentration of Cradit Risks

The Company sells products to customers located throughout the world. The Company
in many cases does not require collateral. The Company maintains credit procedures
to evaluate the credit worthiness of prospective customers and monitors closely the
collection of accounts receivable. Issues regarding customer accounts are immediately
brought to the attention of management for resolution.
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The Company reports basic and diluted earnings per share ("EPS"]. Basic EPS is based
on the weighted average number of shares outstanding during the periocds, while diluted
EPS additionally includes the dilutive effect of the Company’s cutstanding stock options
computed using the treasury stock method.
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2. Inventories

Inventories consisted of the following:

December 31, 2004 2003

Raw materials - 7,933 5,790
Work-in-progress 7,612 4,395
Finished goods - 4,499 3,751
20,044 13,936

Less allowance for excess and obsolete inventory {1,981) {3,255)
Net inventories 18,043 10,681

3. Net Property and Equipment

Property and equipment consisted of the following:

December 31, 2004 2003

Land L 615 615
Buildings 10,322 9.297
Machinery and equipment 2,712 2,547
Computers, vehicles and furniture 3,912 3,701
; 17,361 16,160

Less accumulated depreciation and amortization (7,427) (6,964])
Met prbperty and equipment 18,734 9,196

The depreciation expense of property and equipment for the years ended December
31, 2004, 2003 and 2002 was Euro 612, Eurc 481 and Euro 686, respectively.

P o I
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4. Other Current Liabilities

Other current liabilities consisted of the following:

December 31, 2004 2003
© Current portion warranty provision 953 .
__ Payable with respect to acquired intangible assets 2250
Other 37 385
Total 3,574 385
5. Income Taxes
Income tax expense consisted of the following:
Years ended December 31, 2004 2003 2002
_Belgium 354 -
Rest of the world 3,672 1,304 682
4,026 1,3C4 668
Deferred . T
_ Belgium 3,676 (171 (48
Rest of the world 25 (492) -
3,701 1663) (48]
Income tax expense 7,727 647 620

Income [loss) before taxes was derived from the following sources:

Years ended December 31, 2004 2003 2002
O Belgum 06T RIS (720
Rest of the world 17,522 8,119 2,899

28,193 5,968 11,822)
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The actual income tax expense for the years ended December 31, 2004, 2003 and 2002
differs from the "expected” tax computed by applying the Belgian corporate income tax
rate of 33.99% to income before taxes in the years ended December 31, 2004 and 2003,
and by applying the Belgian corporate income tax rate of 40.17% to income before taxes
in the year ended December 31, 2002 as follows:

Years ended December 31, | 2004 2003 2002
Com put';j :gxpected" tax expense [benefit] 9,583 2,028 (732}
Deductions related to changes in Belgium Corporate
Tax rate to 33.99% as of fiscal year 2003 o - - 688
Investment credits (184) (129) (301)
Tax on undistributed earnings B 388 bb (28]
Increase (decrease] in valuation allowance (623} (982} 172
Disallowed expenses ) 235 133 70
Non-deductible stock-based compensation expense - - 149
Differences in foreign tax rates (1,672) {740) 449
Other - 265 153
Income tax expense 7,727 6461 620

As of the fiscal year 2003, Belgian Corporate Tax rate has been reduced to 33.99% from
40.17%. As a result of the enactment of this new Corporate Tax rate on December 31,
2002, the deferred tax assets and liabilities of the Company have been reduced accordingly.




Deferred income taxes reflect the tax impact of temporary differences between the
amount of assets and liabilities for financial reporting purposes and such amounts as
measured by current tax laws and regulations. The tax effects of the temporary differences
that give rise to significant portions of deferred tax assets and liabilities at December 31,
2004 and 2003 are as follows:

December 31, 2004 2003
Deferred taxassets =~ =~ S
Intra-Group profit in inventory 306 238
___axoperating loss carryforwards - LI57 5236
__Intangible assets o - 776 _ b4
Other 277 161
Tetal gross deferred tax assels 2.316 é’=2_9_9_,_~,
Less valuation allowance - (623]
__ Total met deferred tax assels 2,316 5,676
Deferred tax labilities e
Inventory cost adjustments - S N A )
__Accelerated tax depreciation of property and equipment  [1252)  (1,148)
Deferred undistributed earnings of subsidiaries ~ (742)  [354]
Other (23] (25)
_ Total deferred tax liabilities (2,243) (1,702)
Net deferred tax assetls 273 3,974

The Group considers that it is more likely than not that the results of future operations
will generate sufficient taxable income to realize the deferred tax assets with respect to
tax operating loss carryforwards.

The valuation allowance for net deferred tax assets decreased by Euro 623 and Euro 982
during the years 2004 and 2003 respectively. The subject decrease in 2004 is mainly
explained by the release of a valuation allowance on deferred tax assets in ocur US
subsidiary following the improved business conditions and outlook for 2005, whereas the
decrease in 2003 was related to the release of a valuation allowance on deferred tax
assets in our Japanese subsidiary for the same reason.

The Group has available net operating loss carryforwards, totaling approximately Euro
3.6 million, of which Euro 2.5 million may be carried forward indefinitely. The remainder
of Euro 1.1 million witl expire in the years through 2024. None of the net operating loss
carryforwards have started to expire at December 31, 2004.
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6. Credit Facilities

The Group is able to draw down funds from lines of credit available in Belgium. The
total borrowing capacity of these facilities at December 31, 2004 and 2003 amounted to
Eure 2,256 and Euro 5,756, respectively. The interest rates applicable to these credit lifes
are the market rates. Revisions to the interest rates are based on market fluctuations.

During 2004 and 2003, the Company had zero outsfanding under the line of credit
facilities and other short-term borrowings.

The weighted average cost of short-term debt, including the current portion of long-
term debt, at December 31, 2004 and 2003 approximated 6.99%.

7. Leases

The Company has several non-cancelable operating leases, primarily for motor vehicles
and office premises, which expire over the next three to five years. These leases generally
contain renewal options for periods ranging from three to five years and require the Com-
pany to pay all executory costs such as maintenance and insurance. Rental expenses for
operating leases (except those with lease terms of a month or less that were not renewed]
amounted to Euro 868, Euro 734 and Euro 733 far the years ended December 31, 2004,
2003 and 2002, respectively.

Future minimum lease payments under non-cancelable operating leases [with initial
remaining lease terms in excess of one year] as of December 31, 2004 are:

Operating Leases

Year ending December 31,

2005 787
2006 i 492
2007 o 370
2008 B 355
2009 349

Total mirimum lease payments 2,353
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8. Long-Term Debt

Long-term debt consisted of the following obligations:

December 31, 2004 2003
E“on—siruction loan dué December 2005 ' o -
__ Withinterest at 7.50% (1] , 3T
Loan from bank due December 2005
~ With interest at 7.25% (2) » - , 42 84
Construction loan from bank due February 2006
With interest at 7.60% (3] Tk 112
Construction loan from bank due March 2012
_ With interest at 6.30% (4] 1568 1734
Construction loan from bank due March 2012
With interest at 6.30% (5} 3,450 3,814
Total 5,171 5,818
Less current portion _ R 1) S -
Long-term debt, excluding current portion 4,690 5,771

(1) This construction loan for premises of the Company is held with Dexia Bank. Interest
is payable quarterly on the principal outstanding. Principal of Euro 37 is repayable annually
with a final repayment in December 2005 of Euro 37. '

(2) The loan from Fortis bank, due December 2005 was obtained to finance the acqui-
sition of land. Interest is payable quarterly. Principal of Euro 42 is repayable annually with
a final repayment in December 2005 of Euro 42.

(3) The loan repayable in February 2006 is held with Fortis Bank. The loan was taken
out to finance the construction of premises of the Company. Interest is payable quarterly.
The principal is repayable in annual installments of Euro 37.

(4) The loan of Euro 2.0 million from Dexia Bank, repayable in March 2012 was taken
out to finance the construction of the new premises of the Company. The total quarterly
installments, including interest, amount to Euro 68.

(5] The loan of Euro 4.4 million from Dexia Bank, also repayable in March 2012 was taken
out to finance the construction of the new premises of the Company. The total quarterly
installments, including interest, amount to Euro 149.
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The estimated fair value of long-term debt is approximately Euro 5,499 and Euro 6,058 at
December 31, 2004 and 2003, respectively. The estimated fair value of debt is based on
borrowing rates currently available with similar terms and average maturities.

The aggregate maturities of long-term debt for the year ending December 31, 2005
and each of the subsequent years ending December 31, are as follows:

2005 B 681
2006 o 638
2007 L 640
2008 o 681
2009 725
2010 and thereafter 1,806
Total 5,171

9. Stockholders’ Equity

Common shares have no par value. Each share has one voting right attached to it, and
there is only one class of common shares. Under Belgian law, the capital structure of the
Company, including the number of shares authorized and outstanding, is adopted in the
Company’s Articles of Association and may be changed by the shareholders. Until July 7,
2007, the Board is permitted to increase the capital of the Company by a maximum of Euro
3,574 without obtaining the consent of the shareholders.

Common shares
Following the 2002 Personnel Stock Option Plan (Note 10) the Company issued 19,500
common shares, namely :
°on June 4, 2004, issue of 16,000 new common shares for Euro 72 [capital of Euro 6
and additional paid-in capital of Euro 66).
°on December 16, 2004, issue of 3,500 new common shares for Euro 14 (capital of
Euro 1 and additional paid-in capital of Euro 13).

At December 31, 2004 the total number of common shares outstanding was
10,527,310.

At December 31, 2004 and 2003, management owned approximately 11.1% and 15.7%,
respectively, of the outstanding common shares of ICOS. In addition, non-management
directors and affiliates owned approximately 16.4% and 18.2% of the outstanding common
shares of ICOS at December 31, 2004 and 2003, respectively. Private and institutional
investors own the remainder of the shares.




Noton 10 tae Conseliagaton Ureaneiag Sioioaenis

Legal reserves
Included in the retained earnings are legal reserves of Euro 1,079 at December 31, 2004.
Under Belgian Law, such reserves are not available for distribution to shareholders.

10. Employee Stock Option Plans

On November 15, 2002, the Board of Directors decided to set up a Personnel Stock
Option Plan in the context of which a maximum of 250,000 new shares may be issued.

The Personnel Stock Options are securities that are not as such regulated in the
Belgian Company Code. They consist of a right to subscribe for a share, such right having
all characteristics of a warrant, it being understood, however, that the Company uoon the
exercise of a Personnel Stock Option may sell one existing share of the Company. Each
Personnel Stock Option entitles the holder thereof to one share, it being understood that
the obligation of the Company to proceed to the issue of a new share upon the exercise
of a Personnel Stock Option, lapses if, and as of the moment that, the Company within a
certain period of time as of notification of the exercise, has proceeded, or has allowed a
third party to proceed, to the sale of one existing share of the Company in consideration
for the exercise price. Upon the exercise of a Personnel Stock Option, one existing share
will be delivered (rather than a new share issued) to the relevant holder of the Personnel
Stock Options if, and to the extent that:

(i} the Company at the end of the relevant exercise period, holds its own shares; and
[ii) the Company believes that it may validly transfer such shares to the holder of the
Personnel Stock Options that have been exercised; and (iii) the Company has purchased
the shares that would be sold to the holder of the Personnel Stock Options that have been
exercised, at a price that is lower than the exercise price of the Personnel Stock Cptions.

The offer of an aggregate of 245,300 Personnel Stock Options has been accepted on
February 17, 2003 by the beneficiaries. Out of such 245,300 Personnel Stock Options, 25%
are exerciseable under certain conditions from January 1, 2004 until December 5, 2009,
25% are exerciseable under certain conditions from January 1, 2005 until December 5, 2009,
25% are exerciseable under certain conditions from January 1, 2006 until December 5,
2009, and 25% are exerciseable under certain conditions from January 1, 2007 until
December 5, 2009.




Notcs to the Consolidated Financial Sratements

(in thousands of Luro)

The exercise price of the Personnel Stock Options amounts to U.S. dollar 5.50.

During the year 2004, an aggregate of 19,500 of Personnel Stock Options has been
excercised (Note 9].

b. 1997 Employee Stock Purchase Plan

in April 1997, the Company had established a 1997 Employee Stock Purchase Plan (the
"1997 Plan”). In connection with this Plan, in April and May 1997, the Company sold to
N.V. Fortis Private Equity ["FPE"], 773,764 shares of common stock at a price of Euro 1.2
per share under an arrangement whereby FPE was holding these shares for resale to
employees of the Company. Concurrently with the sale, FPE granted the right to purchase
the 773,764 shares to a committee of senior management of the Company (the "Commit-
tee”) exerciseable on or before May 31, 2002,

A summary of the Plan transactions during the year ended December 31, 2002 follows:

Number Weighted average
2002 of shares exercise price
Outstanding at beginning of year ) 136,983 1.59
Granted 7,427 176
Exercised E Y 161
Forfeited - (7,179 1.44

Outstanding at end of year ' - -

Available for grant at year-end . ‘ -

All rights were exercised in the year they became exerciseable. Employees who exer-
cised their rights must hold the shares for a period of two years, following which they may
be sold without restriction.

Compensation expense was recorded on these rights in 2002 of Euro 370.
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11. Segment Disclosures and Related Information

The Company has adopted the disclosure requirements of SFAS No. 131, Disclosure
about Segments of an Enterprise and Related Information. The Group operates in the machine
vision industry. This involves the development, manufacture, sale and support of machine
vision and inspection systems for the semiconductor and electronic assembly industries.
Until 2003, we reported revenues for three product categories: board-level products,
system-level OEM products and stand-alone inspection machines. Going forward, we will
combine our board-level and system-level products into one product group named inspec-
tion modules and we will report the stand-alone inspection machines in a second category,
named inspection systems. As these product lines are inter-related and integrated from
a R&D, selling and production standpoint, the operating profitability of the Company is
monitored on an integrated basis. Therefore, management considers that based an these
aggregation criteria, only one reportable segment is applicable.

Disclosure of revenues by product line:

Years ended December 31, 2004 2003 2002
nspection Modules 20742 12960 9065
Inspection Systems . 68,584 31,797 21,485
Total 89,326 44,757 30,530

Disclosure of Geographic Information:

Years ended December 31, 2004 2003 2002
Germany o 13,069 8,126 5,035
Belgium .o 20222 10
Other European Countries 4,068 2,668 2,865
United States o o 8475 4779 1,537
Japan o 26,717 7,169 5958
Taiwan L 12,046 7,943 6537
SMT [Singapore, Malaysia & Thailand) 13404 7576 2473
Other Foreign Countries 16,345 6,234 6,135
Total o 89,326 44,787 30,530
Long-lived Assels

December 31, 2004 2003 2002

Begum L9705 89 9,088
Other Countries - 429 268 497
Total 10,134 9,196 9,585
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{in thousands of Furo)

12. Significant Customers

The Company had three significant customers, namely Marubun Corpaoration, Intel and
Siemens AG, who accounted for approximately 26%, 12% and 10%, respectively, of revenues
during the year ended December 31, 2004,

The Company had two significant customers, namely Siemens AG and Marubun
Corporation, who accounted for approximately 12% and 11%, respectively, of revenues
during the year ended December 31, 2003.

The Company had three significant customers, namely Marubun Corporation, Samsung
Electronics and Siemens AG, who accounted for approximately 15%, 11% and 11%,
respectively, of revenues during the year ended December 31, 2002.

13. Commitments and Contingencies

SCANNER litigation

In July 2000, the Company was served with a Summons and Complaint by Scanner
Technologies Corporation ("Scanner”] in the United States District Court, Southern
District of New York. The Complaint alleged that certain of the Company’s products, which
relate to stereo vision inspection of ball grid array, chip scale package and bumped
wafer products, infringe U.S. Patent Numbers 6,064,756 and 6,064,757. Although the
Company believes that its technology and products do not infringe any of these patents,
the Company partially settled the case in May 2003 for the majority of the systems the
Company sold in the United States, those containing one light source.

The Company had recorded provisions in respect of related legal expenses amounting to
appoximately Euro 0.5 million at December 31, 2002 and the settlement fee of U.S. dollar
0.4 million was paid in 2003 and was fully covered by these provisions.

For the remainder of the systems, those containing two light sources, the District
Court ruled in summary judgment that the Company was not infringing the patents.
Scanner appealed this ruling in 2003 and on April 23, 2004, the United States Court of
Appeals for the Federal Circuit vacated the District Court's summary judgment decision
on a narrow issue of patent claim construction, ruling that a literal reading of Scanner
Technologies' patents at issue covered stereo vision inspection systems with illumination
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{in thousands of Euro}

from.one or more light sources, and remanded the case to the District Court for further
proceedings based upon this new construction.

The Appeals Court ruling did not address whether any of the Company’s products
infringe any patent claims of Scanner Technologies or whether any of those claims,
including those relating to one or more light sources, are valid or enforceable. While the
Company continues to believe that it does not infringe any valid or enforceable patents of
Scanner Technologies, ongoing litigation can be costly and time consuming, and the
Company cannot guarantee that it will prevail. If Scanner were to prevail, it could obtain
damages or expenses relating to the limited number of systems the Company has sold
in the United States, and enjoin the Company from further selling the infringing products
or otherwise infringing Scanner’s patents in the United States. The Company intends to
continue to vigorously defend its interests. No provision in respect of related legal expenses
has been recorded at December 31, 2004.
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Summary version of Statutory Accounts
according to Belgian GAAP

SESAS LTI O I SN

Assets
Il

IV. Financial assets 19—807

Iéngli)le assets ‘ S V V » o 61-5“~—_~

VIl Amounts receivable within one year .

__VIil. Investments ' 14,000

__IX. Cashatbankandin hand 429

X. Deferred charges and accrued income 126

35,069

37,834

Liabilities e
1 Capital 3,667
Il. Share premium account

21,735

IV. Reserves - 'V ‘ R =

3,660

21,656

366

V. Profit carried forward 8:4&

8,854

34,202

34,536

__VIIl. Amounts payable after more than one year _ .

3,208

~_IX. Amounts payable within one year T 859
X. Accrued charges and deferred income 8

48

35,069

37.834




Summary version of Statutory Accounts
according to Belgian GAAP

lin thousands of Euro)

2004 2003

l. Operating income
A. Turnover 2,209 2,168
D. Other operating income 87 94
Jotal operating income 2,296 2,262

il. Operating charges

B. Services and other goods 1,283 1,220
C. Remuneration, social security costs and pensions 1,458 1,438
G. Other operating charges 4 -
Total operating charges 2,745 2,658
Iil. Operating result ) (449) (396]
IV, Financialincome 312 431
V. Financial charges (81) (21)
VI, Profit [Loss) on ordinary activities before taxes (218) 14
IX. Profit (Loss) for the period before taxes {218) 14
X. Income Taxes [70) -
Xl. Profit {Loss} for the period (288) 14
Xiil, Profit (Loss] for the period available for appropriation (288] 14

Result Appropriation
A. Profit to be appropriated 8,566 8,928
1. Gain (Loss) for the period available for appropriation (288) 14
2. Profit brought forward 8,854 8,914
D. Result to be carried forward 8,434 8,854
F. Distribution of profit 132 74
3. Other allocations 132 74




Shareholder information

—|L_ Corporate Headquarters

1COS Vision Systems Corporation NV
Research Park Haasrode, Zone 1
Esperantolaan 8

3001 Heverlee, Belgium

Tel. +3216 3982 20

Fax +32 16 40 00 67

www.icos.be - info@icos.be

—1 Stock Exchange Listing

The Company’'s Common Stock is traded on the Nasdaq National Market, Nasdagq
Europe (till August 15, 2003) and Euronext (as from June 4, 2003} under the symbol
VIS,

—1_ Additional Information
Copies of the Company’s Annual Report on Form 20-F to be filed with the U.S.
Securities and Exchange Commission, will be available on request by contacting:

Investor Relations

ICOS Vision Systems Corporation NV
Belgium

Tel. +32 16 39 82 95

Fax +32 16398210
investor.relations@icos.be

Financial Information

ICOS Vision Systems Corporation NV
Mr. BDominique Vercammen

Finance Manager

Belgium

Tel. +32 16 39 82 24
Fax+3216398210

A Dutch copy of this annual report is also available on request.




| Transfer Agent

Information concerning lost stock certificates, change of address, account status, or
other questions regarding your stock in ICOS Vision Systems Corporation NV should
be directed to the Company’s transfer agent:

Mellon Investor Services LLC
85 Challenger Road

Ridgefield Park, NJ 07660, USA
www.melloninvestor.com

Independent Registered Public Accounting Firm
Klynveld Peat Marwick Goerdeter Bedrijfsrevisoren,
represented by Mr. Jos Briers, .

Hasselt, Belgium

Legal Counsels
Brown Rudnick Berlack Israels LLP Eubelius
Boston, MA, USA Brussels, Belgium

Liquidity Support

In compliance with Euronext’s recommendations and in the interest of maintaining
maximum liquidity of the shares, the Company entered in 2003 into a liquidity providing
contract with Petercam NV.

Financial Services
Petercam NV KBC Bank NV
Brussels, Belgium Brussels, Belgium

Annual General Meeting

The Annual General Meeting of Shareholders of ICOS Vision Systems Corporation NV
will be held on Tuesday May 10, 2005 at 11:00 am, Esperantolaan 8, 3001 Heverlee,
Belgium.




1 Stock Price Information

June 4, 2003).

Fiscal year ended December 31, 2003

The following table shows the reported quarterly high and low sales prices per share
of the Company’s common stock for the period of January 1, 2003, until December 31,
2004 as reported by Nasdag, Nasdag Europe (till August 15, 2003) and Euronext (as from

Jan1-Dec. 31,04

2003 Nasdaq Nasdaq Europe Eurcnext
in U.S. Dollars in U.S. Dollars in Euro
Jan 1 - Dec. 31,03 Jan 1 - Aug. 15,03 June 4 - Dec. 31, 03
Highest Lowest Highest Lowest Highest Lowest
quarter 1 5.60 4.50 5.60 4.00
quarter 2 7.90 5.05 7.78 4.93 6.94 6.20
quarter 3 10.84 6.91 8.63 7.05 9.55 6.10
quarter 4 18.30 9.41 14.50 8.30
Fiscal year ended December 31, 2004
2004 Nasdagqg Euronext
in U.S. Dollars in Euro

Jan 1- Dec. 31,04

Highest Lowest Highest Lowest
quarter 1 36.35 18.40 26.59 14.40
quarter 2 33.00 25.05 27.50 21.50
guarter 3 31.15 18.75 25.55 16.12
quarter 4 29.63 20.01 22.00 15.75

£
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forward-looking statements

Special note regarding

1 Certain statements in this annual report, including those contained in the letter to
Shareholders, constitute forward looking statements, including statements about the
Company’s plans, objectives, expectations and intentions. The cautionary statement made
in this note should be read as being applicable to all related forward-looking statements
wherever they appear in this report. Such forward-looking statements are subject to
known and unknown risks, uncertainties and other factors which may cause the actual
results, performance or achievements of the Company to be materially different from
any future results, performance or achievements expressed or implied by such forward-
looking statements. Such factors include, among others, the company's dependence
on the cyclical semiconductor and electronic assembly industries, possible quarterly
fluctuations in operating results, risk associated with development of new products, rapid
technological change, the early stage of market development of certain applications of
the Company's products, the Company’'s reliance on OEM Customers and the lengthy
sales cycles of those customers, dependence on limited sources of supply for certain
components, dependence upon outside contractors, customer concentration, proprieta-
ry technology and intellectual property risks, competition, risks associated with mana-
gement of growth and possible future acquisitions, the ability of the Company to attract
and retain key personnel, risks associated with multinational operations and currency
exchange rate fluctuations, and other factors set forth from time to time in the Compa-

ny’s filings with the U.S. Securities and Exchange Commission.

Han
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1COS Vision Systems Corporation NV
Holding Company
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e Capris Engineering, Costa Rica
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ICOS Vision Systems Corporation NV
Esperantolaan 8
3001 Heverlee

Annual Report of the Board of Directors of ICOS Vision Systems Corporation NV

to the Annual General Meeting of 2005 regarding the financial vear 2004.(1)

General.

We have the honor to report on the activities of our Company, ICOS Vision Systems
Corporation NV (IVSC), during the financial year 2004, and pursuant to the
applicable legislation and the Articles of Association, submit to your approval the
annual accounts closed on December 31, 2004.

Results obtained during the financial vear.

The financial year 2004 closed with a loss of EUR 287.982,17 as opposed to a profit
of EUR 13.506,06 for the financial year 2003. The operating income of the financial
year 2004 amounted to EUR 2.296.036,99. This is a slight increase in comparison to
the previous financial year when an operating income of EUR 2.261.662,87 was
realized. This increase was due to the higher activity level under the services
agreement concluded with ICOS Vision Systems NV. As a result of the exercise of
19.500 options related to the “ICOS Vision Systems Corporation NV 2002 Stock
Option Plan” in favor of certain employees, the capital of the Company has been
increased to EUR 3.666.703,53 represented by 10.527.310 shares. The balance sheet
total per December 31, 2004 amounted to EUR 35.069.372,26 as opposed to a balance
sheet total per December 31, 2003 of EUR 37.833.613,73.

Comments on the annual accounts and the developments.

At the end of the last financial year IVSC held all but one share of [COS Vision
Systems NV. The remaining share was held by Mr. Jos Verjans. ICOS Vision
Systems NV acquired in June 2004 all rights of the 2D Wafer Inspection Technology
from Siemens AG for a total amount of EUR 6,25 million. IVSC also held all shares
of ICOS Vision Systems GmbH (previously, Qtec Industrie-Automation GmbH). This
situation did not change. ICOS Vision Systems GmbH is a company that serves as a
research and development center within the group and that is an essential center of
know-how regarding digital signal processing, optics and inspection algorithms.

IVSC held all shares of ICOS Vision Systems Ltd. in Hong Kong and ICOS Vision
Systems Pte. Ltd. in Singapore. The operations of [COS Vision Systems Ltd. in Hong
Kong include research and development, logistics and sales activities. In March 2004
we acquired through ICOS Vision Systems Ltd. a production plant in Shenzhen,
China. This company, ICOS Vision Systems (Shenzhen) Co. Ltd. performs the final
assembly of several of our inspection systems.

(1) The English version is iransiated from the original Dutch version and is for information purposes only.
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ICOS Vision Systems Pte. Ltd. in Singapore provides sales and support services in the
area Singapore, Malaysia and Thailand.

In April 2004 IVSC has incorporated a new subsidiary ICOS Vision Systems Korea
Co. Ltd. for a total investment of EUR 54.527,08. IVSC holds all shares of this new
company. This subsidiary provides sales and support services in South Korea.

Given the positive situation of the capital and reserves of all subsidiaries, the Board of
Directors is of the opinion that there is no reason for a reduction in value of the
participations held in all above mentioned participations.

In July 2000, the Company was served with a Summons and Complaint by Scanner
Technologies Corporation ("Scanner") in the United States District Court, Southern
District of New York. The Complaint alleged that certain of the Company's products,
which relate to stereo vision inspection of ball grid array, chip scale package and
bumped wafer products, infringe U.S. Patent Numbers 6,064,756 and 6,064,757.

Although the Company believes that its technology and products do not infringe any
of these patents, the Company partially settled the case in May 2003 for the majority
of the systems the Company sold in the United States, those containing one light
source.

For the remainder of the systems, those containing two light sources, the District
Court ruled in summary judgment that the Company was not infringing the patents.
Scanner appealed this ruling in 2003 and on April 23, 2004, the United States Court
of Appeals for the Federal Circuit vacated the District Court's summary judgment
decision on a narrow issue of patent claim construction, ruling that a literal reading of
Scanner Technologies' patents at issue covered stereo vision inspection systems with
illumination from one or more light sources, and remanded the case to the District
Court for further proceedings based upon this new construction.

The Appeals Court ruling did not address whether any of the Company's products
infringe any patent claims of Scanner Technologies or whether any of those claims,
including those relating to one or more light sources, are valid or enforceable. While
the Company continues to believe that it does not infringe any valid or enforceable
patents of Scanner Technologies, ongoing litigation can be costly and time
consuming, and the Company cannot guarantee that it will prevail. If Scanner were to
prevail, it could obtain damages or expenses relating to the limited number of systems
the Company has sold in the United States, and enjoin the Company from further
selling the infringing products or otherwise infringing Scanner's patents in the United
States.

Given the fact that the Company believes that it is not infringing any of Scanners’
patents, and given the fact that the Company intends to vigorously defend its interests,
the Board of Directors decided not to record any provision for legal expenses at

(1) The English version is translated from the original Dutch version and is for information purposes only.
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December 31, 2004. The Board of Directors are of the opinion that a possible
negative outcome, would not have a material effect on the company’s financial
statements.

Conflict of interest

At the meeting of the Board of Directors of 13 May 2004, it was deliberated on a
matter that was raising with respect to the Chairman, Mr. Jos Verjans, a conflict of
interests within the meaning of article 523 of the Company Act. For the sake of
completeness the Board of Directors wishes to point out that at the date of closing, the
planned transaction that was decided on 13 May 2004, has not yet taken place and that
as a matter of consequence, on 31 December 2004, the company has neither incurred
costs nor current commitments vis-a-vis third people.

The minutes of the meeting of the Board of Directors of 13 May 2004 is to be found
integrally in this report.

Report of the meeting of 13 May 2004

Present: Anton De Proft, Managing Director
Andre Oosterlinck, Director
Exeter International N.V., Director

represented by P. de Vrée

Fred Chaffart, Director
Gust Smeyers, Director

Absent: Jos Verjans, Chairman

The attending directors appoint Mr. Fred Chaffart as temporary chairman for this
meeting.

The attending directors declare that they consider themselves as validly called for the
meeting of the Board. They confirm unanimously and explicitly to wish to deliberate
on the sole item of the agenda, namely a proposal of approval of a F-3 statement in
the matter of the placing of existing shares and a draft agreement with the US
business bank Needham & Company as far as the guidance on such investment is
concerned.

Prior to the meeting of the Board, Mr. Verjans has declared as follows to the other
members of the Board, as well as to the auditor.

"4 meeting of the board of directors is planned soon, with as sole items on the
agenda a proposal of approval of a F-3 statement relating to the placing of existing
shares and an agreement with the US business bank Needham & Company regarding
the guidance on said investment.

I myself am interested in selling a number of shares within the framework of this
investment. I can agree with the following deal:

(1) The English version is translated from the original Dutch version and is for information purposes only.
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- Needham is appointed as sales agent.

- On the one hand the Company pays the costs of drawing up and filing of a F-3, as
well as the costs Needham will incur within the framework of the investment
(inclusive of counsels), up to USD 25,000.

- On the other hand I shall pay, as selling shareholder, the 4% sales commission and 1
commit myself also to sell the shares to [sellers] to be indicated by Needham and the
company together, provided this sale takes place at or above an agreed minimum
price.

- The company and myself are entering together into the indemnification commitment
with respect to Needham.

Whereas the respective interests that are reconciled in this agreement are not
necessarily totally identical, I am taking the view that there might be a conflict of
interests between me and the Company. 1 am henceforth proposing that at the meeting
of the Board, the procedure provided in article 523 of the Company Act would be
applied. I shall henceforth not participate in the deliberation or voting at that
meeting."”

The attending directors take note of the aforementioned statement and of the fact that
Mr. Jos Verjans does not participate in this deliberation for the above-indicated
reason.

Next the attending directors verify that as a consequence of the (US) rules applicable
to companies listed on the US NASDAQ market, one has here a related-party
transaction and only independent directors can decide hereupon. Upon this Messrs.
De Proft and Smeyers terminate also their participation in the meeting.

The remaining directors proceed then to the discussion of the agenda.

The Company has thought upon possibilities to increase the free float on the US
NASDAQ stock exchange. It has heard that Mr. Verjans would be ready to sell a
given package of his shares.

The Board takes the view that generally speaking, if an important shareholder wishes
to sell a package of shares that is substantial as compared to the average daily
volume traded on the stock exchange, it is in the interest of the company and its
shareholders that such sale would take place in a structured manner, in order not to
interfere with the price formation of the share at the stock exchange.

Specifically with regard to the planned transaction, the Board takes the view that an
increase of the free float and more specifically of the liquidity on the US NASDAQ
market is in the interest of the company and its shareholders. The interests of the
company on the one hand and those of Mr. Verjans on the other hand can according
to the Board henceforth be reconciled through using the method described in the
above-quoted statement.

(1) The English version is translated from the original Dutch version and is for information purposes only.
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Such method implies an active collaboration of the Company to the placing of existing
shares on the US market. The proprietary consequences thereof for the Company are
in essence that it bears the costs associated to the drawing up and filing of the
adaptation of the F-3 statement with the SEC, as well as the costs up to 25,000 USD
that Needham & Company will incur within the framework of the investment
(including the counsels' costs) and that together with the selling shareholder, it is
entering into a commitment of indemnification, on the basis of which the company will
be bound to indemnify Needham & Company (including among others its directors,
management members, employees and workers) for said losses, damage, claims, costs
and liabilities resulting from, or relating to, the commitments of Needham &
Company as sales agent. With respect with this last commitment, the Board points out
that indemnification provisions are a standard practice, when a US business bank is
called in for the guidance on investments in the United States.

According to the Board, this method is in the interest of the company, as it is oriented
to an increase of the free float and of the liquidity of the share and it allows the
Company to let the shares for sale arrive at quality investors.

On these grounds, the attending directors approve unanimously the following
decisions.

e filing by the Company with the SEC of an adapted F-3 statement relating to
the placing of existing shares (the draft of which will be forwarded to each of
the members of the Board of Directors)

e agreement between the Company and the US business bank Needham &
Company as far as the guidance as to such investment is concerned (the draft
thereof was provided to each of the members of the Board of Directors)

For the enforcement of these decisions, the Board is entrusting the Management with
participating actively to a placing, if any, of Mr. Jos Verjans' existing shares on the
US market, via the US business bank Needham & Company. The Board entrusts also
the Management with the taking of all necessary actions to this end, including the
signing of the aforementioned agreement with Needham & Company.

Allocation of the results.

The loss for the year available for appropriation amounts to EUR 287.982,17. After
the carry forward of profits, the Board proposes to the shareholders not to distribute
any dividends for the financial year 2004, in conformity with the policy of the
Company since its introduction at the stock market.

After the carry forward of the profits brought forward of the preceding financial years
amounting to EUR 8.853.989,62, the Board of Directors proposed to allocate to the
employees of the company an amount of EUR 131.945,25 (after deduction of social
securities and taxes) following the new profit sharing plan, in conformity with the
Belgian Law of May 22, 2001 in respect of the participation in the capital and profits
of companies. As a result the profit brought forward to the next fiscal year amounts
to EUR 8.434.062,20.

(1) The English version is translated from the original Dulch version and is for information purposes only.
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Research and development.
Given its activities [IVSC NV does not perform any research and development.

Important events after the end of the financial year.
On January 31, 2005 IVSC received from its subsidiaries ICOS Vision Systems Pte.
Ltd. in Singapore and ICOS Vision Systems Ltd. in Hong Kong an interim dividend
of SGD 6.500.000 and HKD 45.000.000, respectively.

Statutory Auditor.
In the course of the year no additional fees have been charged to the Company by the
statutory auditor or by a company linked with the statutory auditor.

Discharge.
We hereby request that you give discharge, by separate vote, to all directors and the

statutory auditor for the performance of their mandate during the previous financial
year.

Heverlee, February 16, 2005

o

Jos Verjans Anton DeProft
Chairman of the Board of Directors President and CEO

(1) The English version is translated from the original Dutch version and is for information purposes only.
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V.AT.

BE 438.068.826 ICOS VISION SYSTEMS CORPORATION c2.
Codes Period Preceding period
1. BALANCE SHEET
ASSETS
FIXED ASSETS 20728 20 422 095,68 20 367 568,60
|. Formation expenses (notel) .................. 20
Il. Intangible assets (note 1) ... ...... ... ... ... ... 21
IIl. Tangible assets (note Ill) ...................... 22/27 614 987,49 614 987,49
A Land and buildings . .........oooiiiiii 292 e 814.987,49...... e 814.987,49.....
B. Plant, machinery and equipment ............... 23
C. Fumiture and vehicles ................. ... .. 24
D. Leasing and other similarrights . ............... 25
E. Othertangibleassets ......... ... ... ... ... .. 26
F. Assets under construction and advance payments . . 27
IV. Financial assets (notes Vand V) ............... 28 19 807 108,19 19752 581,11
A. Affiliated enterprises . ................ ... ... 2801 | 19.807.108,19..... 19752 581,71......
1. Participating interests .. ......... ... .. ... ... 280 ...19.807.108,19...... ...19.752 581,11......
2. Amounts receivable ....... ... ... ... . L. 281 | e
B. Other enterprises linked by participating interests .. | 282/3 | e | e
1. Participating interests . ..................... 282
2. Amounts receivable ....... ... .. ... . ... 283
C. Otherfinancialassets . ....................... 284/8
1.8hares ... ... ... 284
2. Amounts receivable and cash guarantees . ... .. 285/8
CURRENT ASSETS 29/58
V. Amounts receivable after more thanoneyear .... |29
A Tradedebtors ........ .. ... .o i 290
B. Other amounts receivable . ................... 291
VI. Stocks and contracts in progress . .............. 3
A Stocks ... 30138 | e | e
1. Raw materials and consumables ............. 30/31
2. Work inprogress . ... ..t 32
3. Finishedgoods ........... ... ... ... .. .. .. 33
4. Goods purchased forresale . ................ 34
5. Immovable property acquired or constructed for
resale . . ... 1 T OO SOV
6. Advance payments ......... . ... 36 | i e
B. Contracts inprogress . ......... ... 3T e e,
VIi. Amounts receivable withinone year. .. ........... 40/41 91723,47 95 317.65
A . Tradedebtors . ....... ... .. ... ... . ... ... 40 | 3781,25... | 4.229,47.....
B. Other amounts receivable .................... 41 | 87.942,22 ... e 91.088,18 ...
VIII. Investments (notes Vand V). . .................. 50/53 14 000 000.00 17 300 000,00
A.Ownshares ...... ... ... ... ... .. ... 50
B. Other investments and deposits .. .............. 51/53 | L 14.000.000,00.... | ... 17.300.000,00......
IX. Cashatbankandinhand ... .................. 54/58 429 459,02 56 700,55
X. Deferred charges and accrued income (note Vil) 490/1 126 094,09 14 026,93
TOTAL ASSETS 20/58 35069 372,26 37 833 613,73




VAT, BE 438.068.826 ICOS VISION SYSTEMS CORPORATION ca.
Codes Period Preceding period
LIABILITIES
CAPITAL AND RESERVES 10/15 ( 34 202 151,63 34 536 010,54
. Capital (note VII) .......................... 10 3 666 703,53 3 659 878,53
A lIssuedcapital ....... ... . ... .. L. 100 | 3666703,53.. | @ 3659 878,53.....
B. Uncalledcapital ....................... (=) 1101 | e
I. Share premiumaccount ...................... 11 21735 398,06 21 656 154,55
. Revaluationsurplus ......................... 12
[.RESEIVES ..o 13 365 987,84 365 987,84
A Legalreserve ... ...... . ... . 130 .365987,84... | 365.987.84...
B. Reserves not available for distribution . .. ... .. .. 131 | el s
1. Inrespect of ownsharesheld .............. 1310 | i e
2. 0ther ..o L 1 T T O B
C. Untaxedreserves ........ ..ot 132 || s
D. Reserves available for distribution ... .......... 133 | | e
' 8434 062,20 8 853 989,62

. Profit carried forward

. Investment grants

Loss carried forward

PROVISIONS AND DEFERRED TAXATION

. A. Provisions for liabilities and charges .

1. Pensions and similar obligations
2. Taxation
3. Major repairs and maintenance
4. Other liabilities and charges (note 1X)

B. Deferred taxation

CREDITORS

. Amounts payable after more than one year

A. Financial debts
1. Subordinated loans
2. Unsubordinated debentures
3. Leasing and other similar obligations . .
4. Credit institutions
5. Other loans
B. Trade debts
1. Suppliers
2. Bills of exchange payable
C. Advances received on contracts in progres
D. Other amounts payable

. Amounts payable within one year (note X)

. Accrued charges and deferred income (note X!)

A. Current portion of amounts payable after more than

one year
B. Financial debts

1. Credit institutions

2. Other loans
C. Trade debts
1. Suppliers
2. Bills of exchange payable
Advances received on contracts in progres
Taxes, remuneration and social security .
1. Taxes
2. Remuneration and social security
F. Other amounts payable

m o

-t A I TADPYME

140

141

....... 15

16

160/5

160
161
162
163/5

168

17/49

(note X) |17

170/4
170
171
172
173
174
175
1750
1751
176
178/9

42/48

S ...,

859 594,23

42
43
430/8
439
44
440/4
441
46
45
450/3
454/9
47/48

492/3

.................... 42.141,90.....

cererennn 4. 068,31
...344.065,31.......

S ... 4B | ——
RN |- X 3K ¥ 4 4/ A
.. 149.894,73......
213.943,04......

................... 109 849,25.....
7 626,40

3297 603,19

42 141,90

v B2.141,90......

3 207 042,04

v 2. 141,90 ..

..................... 64.572,99.....
......................... 64.572,99......

.242.036,24......
.88.157,80......
..186.878,44.....
. 2.808.290,91......

48 419,25

[ AOTACY E NLOQ RTD DL

N7 QA L4272




V.AT. BE 438.068.826

ICOS VISION SYSTEMS CORPORATION

C4.

2. INCOME STATEMENT
(presentation in vertical form)

l. Operatingincome ...........................
A Turnover{(note XIL,LA) ... ... ... ...........
B. Increase (+); Decrease (-} in stocks of finished

goods, work and contracts in progress ..........
C. Own construction capitalised .................
D. Other operating income (note XI1, B) ..........
Il. Operatingcharges . ...................... (-)
A. Raw materials, consumables and goods for resale . .
1.Purchases ........... ... ... . .
2. Increase (-); Decrease (+)instocks ...........
B. Servicesandothergoods . ....................
C. Remuneration, social security costs and pensions
{(note XI1,C2) ...

D. Depreciation of and other amounts written off
formation expenses, intangible and tangible fixed
asSets. ...

E. Increase (+) ; Decrease (-} in amounts written off
stocks, contracts in progress and trade debtors
(note XlI, D)

F. Increase (+); Decrease (-} in provisions for liabilities
and charges (notes XII, C3 and E)

G. Other operating charges (note XI[, F) ..........

H. Operating charges: capitalised as reorganization
COSIS « (-)
. Operatingprofit .......... ... ... ..... ... (+)
Operatingloss .......................... (-)
IV. Financialincome .. ........... ... .. ... ... ..
A. Income from financial fixed'assets. . ............
B. Income fromcurrentassets ..................
C. Other financial income (note XII1, A} ..........
V. Financialcharges ..................... .. (-)

A. Interest and other debt charges (notes XlII, B and C)

B. Increase (+); Decrease (-) in amounts written off
current assets other than mentioned under II.E.
{note XIIi, D)

C. Other financial charges (note XIll, E)

VI. Profit on ordinary activities before taxes ....(+)
Loss on ordinary activities before taxes

Codes Period Preceding period
70/74 2 296 036,99 2 261 662,87
70 | 2208533,18... | . 2.167.857,89.....
T1 | | e
2 R K
T4 | 87.50381... | 93.804,98.....
60/64 { 2 744 854,47 ) ( 2 657 163,27 )
L T AR SR
BO0/8 | e e,
1oL T IO S
61 | . 1.28264035.. | ... 1.220.197,78. ...
62 | 145856057... | 1.436.630,49....
B30 I e b e
B34 | e ] et
B35/7 | e ] e
B40/8 | 365395 | 335,00.....
BA9 | e
70/64 J
64170 ( 448 817,48 ) ( 395 500,40 ) |
75 311760,18 430 157,33
750 | b e
751 | 300.283,15.... e 419.365,65.....
75219 e 11. 477,03, e 10,791,868
65 ( 80 999,06 ) ( 21 150,87 )
B850 | 73.60019... 1 9.641,74.....
B51 | o] e
65219 | 7.39887.... | 11.509,13.....
70/65 13 506,06
65/70 ( 218 056,36 )




AT, BE 438.068.826

ICOS VISION SYSTEMS CORPORATION

C5.

2. INCOME STATEMENT (continued)
(presentation in vertical form)

I. Profit on ordinary activities before taxes . . . .. (+)
Loss on ordinary activities before taxes .. ... (-)
l. Exceptionnelincome ........... ... ... ... .. ..

A. Adjustments to depreciation of and to other amounts
written off intangible and tangible fixed assets . ...
B. Adjustments to amounts written off financial fixed
BSSEIS .« .\
C. Adjustments to provisions for extraordinary liabilities
andcharges ............. .. ... ... ...
D. Gain on disposal of fixed assets  ..............
E. Other exceptionnel income (note XiV, A) . ......

|. Extraordinary charges .................... (-)
A. Extraordinary depreciation of and extraordinary
amounts written off formation expenses, intangible

and tangible fixedassets ....................

B. Amounts written off financial fixed assets ........
C. Provisions for extraordinary liabilities and charges
(increase +,decrease =) .....................

D. Loss on disposal of fixedassets ...............
E. Other extraordinary charges (note XIV,B) ......

F. Extraordinary charges capitalised as reorganization
COStS ... (-)

.. Profits for the period beforetaxes .......... (+)
Loss for the period beforetaxes ........... (-)
bis. A. Transfer from deferred taxation .......... (+)
B. Transfer to deferred taxation. . . .......... (-)
X.Incometaxes ........................ (-)(+)
A.Income taxes (note XV) ... ... ... ... (-)
B. Adjustment of income taxes and write-back of tax
PrOVISIONS . ..\t

I. Profitfortheperiod ................... .. (+)
Lossfortheperiod ................... ... (-)

I. Transfer from untaxed reserve ............ (+)
Transfer to untaxed reserve. ............. {(-)

l. Profit for the period available for appropriation { +)
Loss for the period available for appropriation ( -)

Codes

Period

Preceding period

(70/65)
(65/70)
76

760
761

762
763
764/9

66

660
661

662
663
664/8

669

70/66
66/70

780
680

67/77
670/3

77

70/67
67/70
789
689

(70/68)
(68/70)

( 218 056,36 )

( 218 056,36 )

( 69 92581 )

Comrr 69.925,81.)

{ 287 982,17 )

( 287 982,17 )

13 506,06

13 506,06

13 506,06

13 506,06




V.AT. BE 438.068.826 ICOS VISION SYSTEMS CORPORATION C6.
Codes Period Preceding period
APPROPRIATION ACCOUNT
A. Profitto be appropriated ........ ............ .. 70/68 | 8566007,45.. ) 8.927.769,02....
Loss tobe appropriated ................. .. (=) 189770 | e b e
1. Profit for the period available for appropriation . . . . . TOMB8 | e i crrrerierennn13.5086,08.......
Loss for the period available for appropriation .. (-) | 68/70 [ S— 287.982,17.) |
2. Profitbroughtforward ....................... 790 | 8.853989,62..... e 8.914.262,986.......
Loss brought forward™ . ......... ... .. ... .. (-) 1630 | el
B. Transfers from capital and reserves ............ TOUZ L e | et i
1. from capital and share premium account ........ T ] s
2. frOMIESEIVES .. .. v, 792 | | e
C. Transfers to capital and reserves . ........... () ] 8912 | e b e
1. to capital and share premium account .......... B91 | s
2. tolegalreserve ....... ... .. .. .. . B920 | s | e
3. tootherreserves ............ ... ... ..., B921 | e e
D. Result to be carried forward
1. Profitto be carried forward . ................ (-)] 693 (. 8.434.062,20.) B 8.853.989,62),
2. Losstobecarriedforward .. ...... .. ... . ... ... TO3 L e | s
E. Shareholders' contribution in respect of losses. . .. T4 L e | et
F. Distributionof profit . ...................... (-) | 894/6 {131.945,25.) L 73.779,40.),
1. Dividends . ......... ... ... 894 | i ]
2. Directors'emoluments . ...................... B95 | e b e
3. Otherallocations .................coovennn, 696 | 131.945,25. ... STONPROROY < 3 4 4 - 1 N
3.NOTES
Codes Amounts

. STATEMENT OF FORMATION EXPENSES (heading 20 of assets)

Net bock value at the end of the preceding period .. .. ... i 8001 | e
Movements during the period :

. New expenses INCUMTEd . . ... o e e 8002 | e
L DEPrECIatION . . L (~) 318003 | s,
O REr (+)(=) 18004 | s
Net book value atthe end of the period . . ... .. . i 8005

Detailing : - Expenses of formation or capital increase, loan issue expenses and other forma-
oM BXPENS S . . ottt e e e 20012 | e
- Reorganization CostS . .. ... ... 204 |




VAT,

BE 438.068.826

ICOS VISION SYSTEMS CORPORATION

csa.

STATEMENT OF TANGIBLE FIXED ASSETS
{headings 22/27 of assets)

) ACQUISITION COST
At the end of the preceding period
Movements during the period :
. Acquisitions, including produced fixed assets . . .......
.Salesanddisposals ........... ... .. ... ... (-)
. Transfers from one heading to another .. .. ..

At the end of the period

} REVALUATION SURPLUSES
At the end of the preceding period
Movements during the period :
. Recorded
. Acquisitions from third parties . ....................
. Reversals
. Transfers from one heading to another . ... ..

At the end of the period

) DEPRECIATION AND AMOUNTS WRITTEN DOWN
At the end of the preceding period
Movements during the period :

. Recorded
. Written back as superfluous . ................. (-)
. Acquisitions from thirdparties . . . ..................
. Written down after sales and disposals . . ........ (-)
. Transfers from one heading to another ... ...
At the end of the period

) NET BOOK VALUE AT THE END OF THE PERIOD (a)+(b)-(c)

) ACQUISITION COST
At the end of the preceding period
Movements during the period :
. Acquisitions, including produced fixed assets .. .......
. Sales and disposals
. Transfers from one heading to another . .. . ..

At the end of the period

) REVALUATION SURPLUSES
At the end of the preceding period
Movements during the period :
.Recorded. .. ... ...
. Acquisitions from third parties . . ...................
. Reversals
. Transfers from one heading to another . . .. ..

At the end of the period

} DEPRECIATION AND AMOUNTS WRITTEN DOWN
At the end of the preceding period
Movements during the period ;

. Recorded
. Written back as superfluous .. ................ (-)
. Acquisitions from third parties . ................ . ...
. Written down after sales and disposals . ...... ... (-

. Transfers from one heading to another .. . . ..

At the end of the period

) NET BOOK VALUE AT THE END OF THE PERIOD (a)+(b)-(c)

Whereof : . land and buildings
. plant, machinery and equipment . . ... ... ...

Codes

1.Lland and
buildings
(heading 22)

2. Plant,machinery
and eguipment
(heading 23}

3. Furniture and
vehicles
(heading 24)

815

816
817
818

819

820

821
822
823
824

825

826

827
828
829
830
831
832

833

...014.987,49....

614 987,49

614 987,49

Codes

4. Leasing and other
similar rights
(heading 25)

5. Other tangible
assets
(heading 26)

6. Assets under construction
and advance payments
(heading 27)

815

816
817
818

819

820

821
822
823
824

825

826

827
828
829
830
831

832
833

250
251




V.AT.

BE 438.068.826 ICOS VISION SYSTEMS CORPORATION Co.
IV. STATEMENT OF FINANCIAL FIXED ASSETS  (heading 28 of assets)
Enterprises
Codes 2. with participation
1. affiliated link 3. others
1. Participating interests and shares (heading 280) (heading 282) (heading 284)
a) ACQUISITION COST
At the end of the preceding period .............. ... 835 | T TB2EBT AT | eeeeestmierenies | e
Movements during the period :
CAcquisitions L. 836 | B4E27,08. ... | oo | s
.Salesanddisposals ........... ... .. ... ... (-) 837 | e
. Transfers from one heading to another. . .. . .. (+)(-) 838 | e
Attheendoftheperiod ... ... ... ... ... ... ..... 839 19 807 108,19
b) REVALUATION SURPLUSES
At the end of the preceding period ................. BA0 | | et | e
Movements during the period :
.Recorded ...... ... .. .. .. ... BAT | s | et | e s e e
. Acquisitions from third parties . ................... BA2 | s | ettt | e s e
.Reversals ......... ... ... ... ... o (-) ST X T OO (U ET OO
. Transfers from one heading to ancther . . . . .. (+)(-) BA4 | e | et | e
Attheendoftheperiod ......................... 845
¢) DEPRECIATION AND AMOUNTS WRITTEN DOWN
At the end of the preceding period . ............. ... BAB | e | eeeeeesreninssseesessenrnseees | s et
Movements during the period :
.Recorded . ..... ... ... L BAT | o | et | s
. Written back as superfluous .. ................ (-) BAB | | e | et
. Acquisitions from third parties . ... ................ 849 | | e
. Written down after sales and disposals . . ..... ... (-) 850 | e,
. Transfers from one heading to another ... ... (+)(-) L2152 S OO KOO
Attheendoftheperiod ........... ... ... ... ... .. 852
d) UNCALLED AMOUNTS
At the end of the preceding period ................. 853
Movements during the period .............. (+)(-) 854
Attheend ofthe period ......................... 855
NET BOOK VALUE AT THE END OF THE PERIOD
(a)+(b)-(c)-(d) | 856 19 807 108,19
2. Amounts receivable {heading 281) (heading 283) (heading 285/8)
NET BOOK VALUE AT THE END OF THE PRECEDING
PERIOD .. ... . BBT | e | v | s
Movements during the period :
JAditions L. BB8 | o | s | e
.Reimbursements ........... .. ... . (-) 859 | o | | s
. Value adjustmententries . ... ... ... ... .. ... ... (-) BBO | s | e | e
. Reversed value adjustments . ............ ... ... ... 861
. Exchange differences . ...... ... ... .. L (+)Y(-) 862
LOther Lo (+)(-) 863
NET BOOK VALUE AT THE END OF THE PERIOD |, . .. 864
ACCUMULATED AMOUNTS WRITTEN OFF ON AMOUNTS
RECEIVABLE AT THE END OF THEPERIOD .......... 865




/AT BE 438.068.826

{COS VISION SYSTEMS CORPORATION

c10./01

A. PARTICIPATING INTERESTS AND OTHER RIGHTS IN OTHER ENTERPRISES

t of both enterprises in which the enterprise holds a participating interest (recorded in the heading 280 and 282 of the assets),
1 other enterprises in which the enterprise holds rights (recorded in the heading 284 and 51/53 of the assets) in the amount

at least 10 % of the capital issued.

NAME, full address of the REGISTERED OFFICE

and for an enterprise governad by Belgian law,
the V.A.T.- or nationa! number

Rights held by

Information from the most recent period
for which annual accounts are available

subsi-

the enterprise (directly) diaries

Number % %

Annual
accounts

Cur-
rency

Capital and reserves

Net result

(*)or{-)
(in monetary units)

LC ICOS VISION SYSTEMS
ESPERANTOLAAN 8

3001 Heverlee, BELGIUM

BE 431.049.588

COMMON SHAREES

>0S VISION SYSTEMS GMBH
BAJUWARENRING 21
, GERMANY

COMMON SHARES

>OS VISION SYSTEMS LIMITED
CONTAINER PORT ROAD 77-81
KWAI CHUNG, N.T., HONG KONG

COMMON SHARES

~0S VISION SYSTEMS PTE.LTD
TECH PLACE lI BLOCK 5002
02-12 ANG

MO KIO AVE Box 5

SINGAPORE 569871, SINGAPORE

COMMON SHARES

COS VISION SYSTEMS KOREA CO.LTD
RM 501-1, DEOKIN B/D,

537-2

YATAB-DONG,BUNDANG-
SEONGNAM-SI, SOUTH KOREA

COMMON SHARES

52 245 |100,00

100,00

20 010 000 |100,00

5 000 000 (100,00

15 000 100,00

31/12/2004

31/12/2004

31/12/2004

31/12/2004

31/12/2004

EUR

EUR

HKD

SGD

KRW

38 386 353

1041630

133 395 427

12 085 995

128 300 244

12 465 973

829 946

79 597 531

4 889 401

53 300 244




V.AT. BE 438.068.826 ICOS VISION SYSTEMS CORPORATION c12.

VI. INVESTMENTS : OTHER INVESTMENTS AND DEPOSITS (heading 51/53 of assets)

Codes Period Preceding period
Shares ... ... .. ... e e 51
Book value increased with the uncalled amount . ........ ...... .. 8681
Uncalledamount . ... ... ... . . i (-) ]8682
Fixed income securities ................ ... ... .. .. ....... 52
issued by credit institutions .. ........ ... o 8684 | i ] e,
Term deposits with credits institutions .. ................. ... 53 14 000 000,00 17 300 000,00
falling due :
.lessorequaltoonemonth ... ... ... ... ... .. o 8686 | ... 14.000.000,00.... | ... 17.300.200,00......
. betweenone monthandonevyear ........................... 8687 et OSSO O
COVET ONE YBAT . oottt e e 8688 | i | e
Other investments not yet shown seperately ........... ... .. 8689

VIl. DEFERRED CHARGES AND ACCRUED INCOME

Period
Analysis of heading 490/1 of assets if the amount is significant.
coPREPAID EXPENSES ... oo esoeroee s e ostre s saeessotessonteesreseessossie oo || ooeterseeion 123.904,65. ...
i ACCRUED INCOME ...ttt ses35 0451 e e s 05 e SR £ -1 - S,
VIli. STATEMENT OF CAPITAL
Codes Amounts Number of shares
A. CAPITAL
1. Issued capital (heading 100 of liabilities)
- At the end of the preceding period . .............. [T 8700 | . 3.659.878,53.... JOOOOCKIIXHIKKKXKKK
- Changes during the period :
CAPITAL INCREASE DD.Q4/Q6/2004.......ooe | | 5600,00... | 16.000.....
..CAPITAL INCREASE DD 16/12/2004 ... b | 1.225,00.....

8701 3666 703,53
2. Structure of the capital
2.1. Different categories of shares
COMMON.SHARES..........ooooiooveeeeeseoenesssenssiiierisn | ] s 3666.703,53... | .o 10527.310. ...

2.2. Registered shares and bearer shares
Registered ...... ... ... ... . i 8702
Bearer ... ... ... ... 8703

................... 10.527.310.....
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I. STATEMENT OF CAPITAL (continued)

B. UNPAID CAPITAL

Shareholders having yet to pay up in full

C. OWN SHARES held by
-the companyitself ... ... . . .
-itssubsidiaries ... ...

D. COMMITMENTS TO ISSUE SHARES

1. Following the exercising of CONVERSION RIGHTS
. Amount of outstanding convertible loans
. Amount of capitaltobeissued ......... ... ... ... .. ...
. Maximum number of shares tobeissued ..................

2. Following the exercising of SUBSCRIPTION RIGHTS
. Number of outstanding subscriptionrights . .. ...............
. Amount of capital tobeissued ............. ... ... ...
. Maximum number of sharestobeissued ..................

E. AMOUNT OF AUTHORIZED CAPITAL, NOTISSUED ...........

F. SHARES ISSUED, NOT REPRESENTING CAPITAL
Whereof : - held by the companyitself . .......................
- held by its subsidiaries ............. ... ... .. ...,

Codes

1. Uncalled capital
(heading 101)

2. Called, but unpaid
amount

871

872
873

8740
8741
8742

8745
8746
8747

8751

876
877
878

1. Amount of capital

2. Number of shares

3653 053,53

1. Number of shares

2. Voting right
attached thereto

G. STRUCTURE OF SHAREHOLDINGS OF THE ENTERPRISE AT YEAR-END CLOSING DATE, as it appears from the

statements received by the enterprise : see page

PROVISIONS FOR OTHER LIABILITIES AND CHARGES

Analysis of heading 163/5 of liabilities if the amount is material.

Period

=S
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X. STATEMENT OF AMOUNTS PAYABLE

AMOUNTS PAYABLE CURRENT PORTION
A. ANALYSIS BY CURRENT PORTIONS OF 1. not more 2. between one and 3. over five years
) Codes than one year five years
AMOUNTS INITIALLY PAYABLE AFTER MORE
THAN ONE YEAR (heading 42) (heading 17)
Financialdebts ............................. 880 42 141,90
1. Subordinatedloans ...... ... .. ... oL =< I U USSR [OOSR
2. Unsubordinated debentures .. ....... ... ... ... BB2 | s | ettt | orvesisesssesssses e
3. Leasing and other similar cbligations . .......... BB3 | e | et | e
4. Credit institutions . ............... ... ... ... 884 | . B2.141,90 . | oo | e
5.0therfoans ...... ... ... .. .o B85 e ] e essensenssssssssssssensenss | oo
Tradedebts . ... ... ... .. . ... ... .. ... ... 886
1.8uppliers .. ... 887
2. Bills of exchange payable . ................... 888
Advances received on contracts in progress 889
Other amounts payable .................... .. 890
TOTAL ... 891 42 141,90
AMOUNTS PAYABLE (OR THE PORTION THEREOF)GUARANTEED BY
Codes 1. Belgian public 2. Real guarantees
. AMOUNTS PAYABLE authorities given. or irrevocably ,
(headings 17 and 42/48 of liabilities) promised by the enterprise
Financialdebts .. .... ... .. ... . . . . s 892
1. Subordinated l0ans . .o e 1 T U SRS
2. Unsubordinated debentures ... ... ... .. 1 L S TR RO
3. Leasing and-other similar obligations ... ........ ... ... ... . .. BOG | e | oot
4. Creditinstitutions . ... ... ... BOB | oo | s
B Otherl0ans .. ... 897 | e s
Tradedebts . ...... . ... . . . 898
1 SUPPHEIS . o e BOG | s | et
2. Billsof exchange payable ... ... .. .. . .. . GO0 | | e
Advances received on contracts in progress  ............ ... ... ... .. 901
Taxes, remuneration and social security ...................... . ..... 902
L TR .« ot 903 | X000000CCOOCOOONK | ceeoeeeeeressesesssreesseesessiseneon
2. Remuneration and social security . ... ... ... . . . GO4 | s | eeveereereeeeneeeseeeeereeeeeee e
Otheramounts payable . ...... ... .. .. .. ... .. . ... 905
TOT AL e e 908
Codes Period
. AMOUNTS PAYABLE FOR TAXES, REMUNERATION AND SOCIAL SECURITY
1.Taxes (heading 450/3 of the liabilities)
a) Expiredtaxes payable . ... ... ... G072 | s
b) Non expired taxes payable . . . ... .. .. e 9073 . 149.594,73.....
c) Estimated taxes payable .. ... . .. 450 s
2. Remuneration and social security (heading 454/9 of liabilities)
a) Amounts due to National Office of Social Security . ........... ... .. .. ... . .. i 110X 0
hY OYhar amalinte navables ralatinA 6o remiiineraticon and earial car irity an77 942 QA2 NA
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. ACCRUED CHARGES AND DEFERRED INCOME
Period ]
Analysis of the heading 492/3 of liabilities if the amount is material.
ciBCCRUED EXPENSES.......oocoeocee e o558t 5 503581 b e ORI A1 - -L X {1 I

. OPERATING RESULTS

A

NET TURNOVER (heading 70)

Broken down by categories of activity and into geographical markets and given as annexe to the standard form, insofar as,
taking account of the manner in which the sale of products and the provision of services falling within the enterprise’s ordinary
activities are organized, these categories and markets differ substantially one from another.

OTHER OPERATING INCOME (heading 74)

Whereof : the total amount of subsidies and compensatory
amounts obtained from public authorities. . . .. .... ...

C1. EMPLOYEES RECORDED IN THE PERSONNEL REGISTER

a) Total number atthe closingdate . ............. ... ... ....
b) Average number of employees in full-time equivalents . ... ...
¢) Number of actual workinghours ........... ... ... .. ...

C2. PERSONNEL CHARGES (heading 62)

a) Remuneration and direct social benefits ............... ...
b} Employers' contribution for social security . ............. ...
c) Employers' premium for extra statutory insurance ..........
d) Other personnel charges
e)Pensions ... ... ..

C3. PROVISIONS FOR PENSIONS (included in heading 635/7)

Increase (+), deCrease () . ... .

AMOUNTS WRITTEN OFF (heading 631/4)
1. Stocks and contracts in progress

crecorded L

Lwriteback ... (-)
2. Trade debtors

crecorded L. e

swriteback ... (-)

PROVISIONS FOR LIABILITIES AND CHARGES (heading 635/7)
[ Lo == 11
Decreases

OTHER OPERATING CHARGES (heading 640/8)

Taxes relatedtooperations ........ ... ... ... . i

Othercharges . ........ . e

TEMPORARY PERSONNEL AND PERSONS PLACED AT

THE DISPOSAL OF THE ENTERPRISE

1. Total number at the closingdate . .......... ... ... .. .. ..

2. Average number of employees in full-time equivalents .......
Number of actual working hours . ....... ... .. ... .. ...
Charges totheenterprise ........ ... .. .. ..o ...

Codes Period Preceding period

TAD | | e s
9086 | e 22 | s 21....
G087 | e 202 | 18,7.....
9088 | 33887.... | 32.527...
620 e 1.099.456,44....... v 1.071.038,88......
621 SOOI £ .4 £ 1 1 & AVURVRN IR 304.631,49.....
622 e JA.963,88 | ] 15.288,54 ...
623 o 28.869,78... | s 45671,88 ...
624 | o | e
B35 | e ] s
9110 | o | e
11 | i | i
9112

9113

G115 | e | et
G118 | e | i
B40 | e | i
641/8 | i, 3.653,55... | 335,00......
9096 | e | 1.
9097 | 09... | 1,1....
9098 | 1651... SRR O : 1= X T
617 | 59.097,75..... e 87.993,10......
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Xill. FINANCIAL RESULTS Codes Period Preceding period
A. OTHER FINANCIAL INCOME (heading 752/9)
Amount of subsidies granted by public authorities, credited to income
for the period
-capitalsubsidies . ... ... . 9125 | i | et
-interestsubsidies . ........ ... e G126 | o | e
Detail of other financial income classified under this heading, if
material.
. FOREIGN EXCHANGE GAINS ... e 11 BTT,03..... v JO.T91,68....
B. AMOUNTS WRITTEN DOWN LOAN ISSUE EXPENSES

C. CAPITALISED INTERESTS

AND REIMBURSEMENT PREMIUMS

VALUE ADJUSTMENTS TO CURRENT ASSETS

(heading 651)

Entries .. ... e
Reversals

OTHER FINANCIAL CHARGES (heading 652/9)

Amount of the discount borne by the enterprise, as a result of
negotiating amounts receivable
PROVISIONS OF A FINANCIAL NATURE :

.formed ....... P
. used and reversed (-)
Analysis of other charges included under this heading, if material.
e BANK . CHARGES ... sveereseesseesssseess st

XIV. EXTRAORDINARY RESULTS

A

XV,

A

Analysis of OTHER EXCEPTIONNEL INCOME

INCOME TAXES

ANALYSIS OF HEADING 670/3

6501
6503

6510
6511

653

6560
6561

(heading 764/9), if material.

b. Excess of income tax prepayments and withholding taxes capitalised . .

¢. Estimated additional charges for income taxes (included in heading 450/3 of liabilities). . . . .
2. Income taxes on Previous PerOdS & .. .ttt e

a. Additional.charges for income taxes due or paid

b. Additional- charges for income taxes {included in heading 450/3 of liabilities) estimated

or provided for {included in heading 161 of liabilities)

Codes

Period

9134
9135
9136
9137
9138
9139

19140

crreiissenren 88 B48,19. ..
..................... 45.953,91....
...1105,72)

.25.077,62.....
..................... 25077,62....
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V. INCOME TAXES (continued)

B.IN SO FAR AS TAXES OF THE CURRENT PERIOD ARE MATERIALLY AFFECTED BY DIFFERENCES BETWEEN THE PROFIT
BEFORE TAXES as stated in the annual accounts and THE ESTIMATED TAXABLE PROFIT the main source for such differences with

special mention of timing differences.

Period

C. AN INDICATION OF THE EFFECT OF EXTRAORDINARY RESULTS ON THE AMOUNT OF INCOME TAXES RELATING TO THE

CURRENT PERIOD

Codes Period

D. STATUS OF DEFERRED TAXES (to the extent that it is important for the purpose of assessing

the financial position of the enterprise)

1. Beneficial deferred taxes . ... ... e 9141 |, 893.005,68......

- Accumulated tax losses deductible from future taxable profits . .. ... ..... ... ... ... .. ... G142 | 893.005,68......
2. D e taXES . ... e e Q144 | e
vi. OTHER TAXES AND TAXES BORNE BY THIRD PARTIES
Codes Period Preceding period

A. The total amount of value added tax, turnover taxes and special taxes

charged during the period :

1. to the enterprise (deductible) ... ... . ... .. . . . . 9145 | ... 19816901 .. | ... 216 980,65. ...

2. bythe enterprise .. ... oo 9146 | s 571.816,63.... e D0 4.706,87......
B. Amounts retained on behalf of third parties for ;

1. payroll withhelding taxes . .. ... ... . o i 8147 | . 336.298,39.... | ... 325.415,12.....

2. withholding taxes on investmentincome .. ................... ..... 9148 | 2B.675,00... ) 16.034,11.....

fll. RIGHTS AND COMMITMENTS NOT ACCRUED IN THE BALANCE SHEET
Codes Period

Personal guarantees, given or irrevocably promised by the enterprise, as security parties' debts
OF COMMIEMIENTS . . . e e e e e 1S R 2 N
Whereof :
. Outstanding bills of exchange endorsed by the enterprise . . ......... ... ... ... ... ... ... ... 9150 |
. Bills drawn or guaranteed by the enterprise and other parties'debts ............... ... ... .. 9151
. Maximum amount for which other debts or commitments of third parties are guaranteed by the

=Y Y =14 T= G153 | e
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XVIl. RIGHTS AND COMMITMENTS NOT ACCRUED IN THE BALANCE SHEET  {continued)

If there is a supplement retirement or survivors' pension plan in favor of the personnel or the executives of the
enterprise, a brief description of such plan and of the measures taken by the enterprise to cover the resulting charges

Code Period

Pensions funded by the enterprise :
. estimated amount of its commitments resulting from pastservices. ... ... ... ... ... .. 9220

. methods of estimation

XVill, RELATIONSHIPS WITH AFFILIATED ENTERPRISES AND ENTERPRISES LINKED BY PARTICIPATING INTERESTS
see page C 20.

XIX. FINANCIAL RELATIONSHIPS WITH

A. DIRECTORS AND MANAGERS

INDIVIDUALS OR CORPORATE BODIES WHO CONTROLL THE ENTERPRISE DIRECTLY OR INDIRECTLY BUT WHO ARE NOT
AFFILIATED ENTERPRISES

C. OTHER ENTERPRISES CONTROLLED DIRECTLY OR INDIRECTLY BY THE SUB B. MENTIONED PERSONS

Codes Period
1. Amounts receivable fromthem ... ... . e 9500 | e
2. Amount of guarantees givenontheirbehalf ...... ... . . ... .. ... 9501 | e
3. Other significant commitments undertaken intheirfavour .. ......... ... .. ... ... .. ... . ... G502 | e
Main conditions concerning the headings 9500, 9501 and 9502.
Codes Period
4. The amount of direct and indirect remuneration and pensions, included in the income statement,
as long as this disclosure does not concern exclusively or mainly, the situation of a single
identifiable person:
- tothedirectors and ManNagers . .. .. ottt e e 9503 | .o 57.000,00.....
- tothe pastdirectors and past managers . .......... . e 9504 | i
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il. RELATIONSHIPS WITH AFFILIATED

ENTERPRISES AND ENTERPRISES LINKED BY PARTICIPATING

INTERESTS

Codes 1. AFFILIATED ENTERPRISES 2. ENTERPRISES LINKED BY PARTICIPATION
Period Preceding period Period Preceding period
FINANCIAL FIXED ASSETS ... .. 925 19 807 108,19 19752 581,11
investments .. ............... 926 19807 108,19 | e A8TB2.881, 40 e | et
amounts receivable :
subordinated .. ...... D27 | oo | s nnesneneeeeneeseessenns | overreseosessessssisssssi st | s insesssississsssssssesiseseens
others. ............. O28 | oo | neessssssersssnnnnnneeeessenees | eetreeeesessesssesssssessess s esississ s | ettt s i
AMOUNTS RECEIVABLE . ... ... 929
afteronevyear ............. .. O30 | coeineneeeieniieiis | et} strsesneeres st sssisaenessessssiisesne | oo s s e
withinoneyear .............. O3 | o | mmmmisesessssnnrennnnrerssinnnenneeneens | etvetrerensensesssess sttt | e ot
CURRENT INVESTMENTS | ... .. 932
shares . .................... 033 | st | oo
amount receivable .. .......... 51 OO R
AMOUNT PAYABLE .. ......... 935 23 824,24 2810 188,59
afteroneyear ............... 9308 | i | seonnensererreessesomressesresesosinee | oeimiesseeenessessisisseosnsensesssissssess | coninisnssesse s snsmsisssssses e
withinoneyear .............. 937 | s 23.824,24 SN (/e £ - 2.1 T SO OO
Codes AFFILIATED ENTERPRISES
Period Preceding period
- PERSONAL AND REAL GUARANTEES, given or irrevocably promised by the
enterprise, as security of debts or commitments of affiliated enterprises .. ... .. 9381
- PERSONAL AND REAL GUARANTEES, given or irrevocably promised by
affiliated enterprises as security of debts or commitments of the enterprise 9391
OTHER SUBSTANTIAL FINANCIAL COMMITMENTS . ........................ 9401
FINANCIAL RESULTS
from financial fixed assets .. ... .. 1S OO RROTU OO
fromoeourrent @ssets .. ... .. LT X RSl KOO
other financial INCoMe . . . . ... . e e e L8 OO OO
frominterestanddebts ... ... .. L 9461 | 66.826,75.... | oo
other financial charges .. ... ... . . . . QATT | s, | e
GAINS AND LOSSES ON DISPOSAL OF FIXED ASSETS
realised capital gains . ... ... L e G4BT 1 o | i
realised decreased valUBs . . . ... ... i e 1S 2 I IR
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STATEMENT ON CONSOLIDATED ACCOUNTS

A. Information to disclose by every enterprise that is subject to the provision of Company Law on the consolidated
accounts of enterprises

The enterprise

. has prepared and published consolidated accounts and a consolidated report :  YES /4Gt
. hasn't prepared neither consolidated accounts nor a consolidated report for one out of following reasons:

a. The enterprise and its subsidiaries on consolidated basis exceed not more than one of the limits mentioned in art.16
of Company Law : YES/NO

b. The enterprise itself is a subsidiary of an enterprise which does prepare and publish consolidated accounts in
which annual accounts of the enterprise are included:  YES/NO 1
If yes ;
. Justification of the compliance with all conditions for exemption set out in art. 113, par. 2 and 3 of Company Law :

. Name, full address of the registered office and, for an enterprise governed by Belgian Law, the V.A.T. or national
number of the parent company preparing and publishing the consolidated accounts required

B. Information to disclose by the reporting enterprise being a subsidiary or a joint subsidiary

. Name, full address of the registered office and, for an enterprise governed by Belgian Law, the V.A.T.- or national number of
the parent company(ies) and the specification whether the parent company(ies) prepare(s) and publish{es) consolidated accounts in which
the annual accounts of the enterprise are included 2 :

. If the parent company(ies) is (are) (an) enterprise(s) governed by foreign law disclose where the consolidated accounts can be
obtained 2:

1 Delete where not appropriate.
2 Where the accounts of the enterprise are consolidated at different levels, the information should be given for the consolidated aggregate at the highest level on the one hand
and the lowest level on the other hand of which the enterprise is a subsidiary and for which consolidated accounts are prepared and published.
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4. SOCIAL REPORT

mbers of joint industrial committees which are competent for the enterprise : . 100.00. .. _218.00.... . i

STATEMENT OF THE PERSONS EMPLOYED

EMPLOYEES RECORDED IN THE PERSONNEL REGISTER

1. Full-time 2. Part-time 3. Total (T) or 4, Total (T) or

During the financial period and | Codes total total

during the preceding financial full-time full-time

period equivalents (FTE) equivalents (FTE)

(period) (period} (period) (preceding period)

erage number of employees .... 100 .. 3900 el B | 20,2(FTE) | oo 18,2 (FTE)
mber of actual working hours ... ]101 B k- £ ¥ A A D IR Y 32527 (T)
rsonnelcharges .. ............ 102 ...81.818,02..... ..1.458 .560,57.. (T) 1.436.630,49.(T)
wunt of the benefits
additiontowages  ............ 103 XOKKHIKHIRHKHIXKKXK XHOKRIGOKIKMKKXX (e, L M

As at the closing date of the financial period

Number of employees recorded in the personnel
register
By nature of the employment contract
Contract of unlimited duration
Contract of limited duration
Contract regarding a specific work
Contract regarding substitution

By sex
Male
Female
By professional category

Management personnel
Employees
Workers
Other

1. Full-time 2. Part-time 3. Total of

Codes full-time
equivalents

105 | e, 20 | s T | s 21,8.
0 | o 20 | o 20,8.....
L y SOOI ST Y / SO
A2 st | s sssssrssesssnnnsrsenees | et
TS | e rsrisneees | ettt et
120 | ! - SO OSSOSO OO 14,0......
121
130 | s | et | s e
134 | o 20 | s J 21,8 .
B32 | s | i | s s
133 | et | et s

TEMPORARY PERSONNEL AND PERSONS PLACED AT THE DISPOSAL OF THE ENTERPRISE

Iring the financial period

rerage number of personnel employed
Jmber of actual working hours
arges to the enterprise

Codes

1. Temporary personne!

2. Persons placed at
the disposal of
the enterprise

150
151
152
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1. LIST OF PERSONNEL MOVEMENTS DURING THE FINANCIAL PERIOD
1. Fuli-time 2. Part-time 3. Tota! of
A. ENTRANTS Codes full-time
equivalents
a. Number of employed persons recorded in the
personnel register during the financial period 205 | o < 2O OO SOV SRR 8,0...
b. By nature of the employment contract
Contract of unlimited duration ............... 210 | B ] e | e 4,0...
Contract of limited duration ................. 211 | - SO OO TV RO 4,0....
Contract regarding a specificwork ........... U2 | e | erreerenecssmssseeesssstssmsrieeniessesens | eoeeestss ettt
Contract regarding substitution . ............. 213 | i | st | ot
c. By sex and level of education
Male : primary education ............... 220 o | et | oo
secondary education ............. 220 | e | e erne | oot s
higher non-university education . . . .. 222 | e 1 ST RO IO 30..
university education .............. 223 | e 7 R IR 20..
Female: primary education ............... 230 | i | ettt | oot e
secondary education ............. 231 | e 7 T T N 1,0...
higher non-university education . . ... 232 | e ST SO ST 20...
university education .............. 4 X T O O SO
1. Full-time 2. Part-time 3. Total of
B. LEAVERS Codes full-time
equivalents
a. Number of employed persons of which the
date of termination of the contracts has
been recorded in the personnel register
during the financial period ................ 305 | e B | e, Toe | e, 6,9...
b. By nature of the employment contract
Contract of unlimited duration .. ............. 310 | e B | ! T O 3,9...
Contract of limited duration ................. T S T OO BESSOOO 30...
Contract regarding a specificwork ........... B s ] e | e
Contract regarding substitution . ............. LT T T R SR
c. By sex and level of education
Male : primary education ............... 320 | o] s rssersessensernesennenenrnes | ettt
secondary education . ............ 320 | e | s | s et
higher non-university education .. ... 322 | B T OOV OOV ISR 3,0..
university education . ............. 323 | e S OO E OO 2,0...
Female: primary education ............... B30 | e | oottt | o et
secondary education ............. 331 e S K y SO 1.9...
higher non-university education . . . .. B2 | e et ] et
university education ............ .. RGOS POTTOON T OOP OO OO OR OO PO OO
d. By reason of termination of contract
Pension ... . . e 340
Prepension ........ ... ... .. 341
Dismissal ............. ... ... ..... A 342
Otherreason ...........couiireineni 343
Of which: number of former employees who
continued rendering services to the
enterprise at least on a part-time basis
in the capacity of self-employed person ... ... 350
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I. STATEMENT CONCERNING THE IMPLEMENTATION OF MEASURES STIMULATING EMPLOYMENT DURING THE FINANCIAL
PERIOD

Number of employed persons involved 3. Amount of the
IEASURES STIMULATING EMPLOYMENT Codes financial
1. Number 2. In full-time profit
equivalents

Measures generating financial profit’
.1. Incentive plan for recruiting job-seekers

who belong to high-risk groups. . ............. BIA | et e s | st i
.2. Conventional part-time prepension. ........... T oo OO O TSV OSSOSO
3. Fultcareerinterruption............... ... ... BA2 | i | st | e e
4. Reduction of job performance (part-time

career interruption). . .......... . ... ... I3 | e | sty | e e
5. SocialMaribel ......... ... L BAB | et eeesseeensssssts sttt | et s
.6. Structural reduction of social security

contributions. . ........ .. . L 416 | e 24| s 23,8.... | 34.290,00......
.7. Staging post programmes. . .. ............... 417
8. Servicejobs . ... ... 418
.9. Contracts : work - vocational training . .. ... .... 503
.10.Apprenticeship contract . ................... 504
.nitial job agreement. . .. ... .. .. Lo L. 419

Other measures
1. Training period for junior employees. . ... ...... BOZ | o | et
.2 Successive employment contracts of limited

duration ......... .. BOB5 | s | et st
3. Conventional prepension . . ................. 508 | oo | oo
4. Reduction of employee’s social security

contribution regarding low-wage workers . . ... .. B5O7 | e, T KO 1,0...

lumber of employees involved in one or more
neasures stimulating employment :

- total for the financial period .. .. ............ 550 | i, 2 S 238...
- total for the previous financial period . . .. ... .. 560 | s 24 | e, 23,5...

_ V. INFORMATION ON VOCATIONAL TRAINING FOR EMPLOYED PERSONS DURING THE FINANCIAL PERIOD

Codes Male Codes Female
lotal of training initiatives at the expense of the employer
[. Numberofemployees. . ... .. ... ... . .. i 5801 5811
2. Number oftraining hours. . . ... i i 5802 5812
}. Chargestoenterprise. . ... ... ... ... . i 5803 5813

/. INFORMATION ON EDUCATIONAL OR TUTORIAL ACTIVITIES OF EMPLOYEES IN COMPLIANCE WITH THE LAW
OF SEPTEMBER 5TH 2001 CONCERNING THE IMPROVEMENT OF EMPLOYMENT RATE

Codes Male Codes Female
Zducational or tutorial activities
1. Number of employees practising. .. ............. . ... ... 5804 5814
2. Number of hours spent on these activities . . .............. ... ... 5805 5815
3. Number of employees attending these activities. .. .. ....... ... ... 5806 5816

" Financial benefit to the employer regarding the incumbent or his substitute.
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Report of the Statutory Auditor (Commissaire/Commissaris) for the year ended
December 31, 2004 submitted to the general shareholders' meeting of
Icos Vision Systems Corporation N.V.

(FREE TRANSLATION OF UNQUALIFIED STATUTORY AUDITOR'S
REPORT ORIGINALLY PREPARED IN DUTCH)

In accordance with legal and statutory requirements, we are reporting to you on the completion
of'the mandate, which you have entrusted to us.

We have audited the financial statements as of and for the year ended December 31, 2004 with a
balance sheet total of EUR 35.069.372,26 and a loss for the year of EUR 287.982,17. These
financial statements have been prepared under the responsibility of the Board of Directors of the
Company. In addition we have carried out the specific additional audit procedures required by
the Company law.

Unqualified audit opinion on the financial staternents

We conducted our audit in accordance with the standards of the “Institut des Reviseurs
d'Entreprises-Instituut der Bedrijfsrevisoren”. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement, taking into account the legal and regulatory requirements applicable to
financial statements in Belgium.

In accordance with these standards we have considered the Company’s administrative and
accounting organisation as well as its internal control procedures. The Company's management
have provided us with all explanations and information, which we required for our audit. We
examined, on a test basis, evidence supporting the amounts in the financial statements. We
assessed the accounting policies used and significant accounting estimates made by the
Company, as well as the overall presentation of the financial statements. We believe that our
audit provides a reasonable basis for our opinion.

In our opinion, taking into account the prevailing legal and regulatory requirements, the
financial statements present fairly the Company’s net worth and financial position as of
December 31, 2004 and the results of its operations for the year then ended and the disclosures
made in the notes to the financial statements are adequate.
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Additional statements and information

As required by generally accepted auditing standards the following additional statements and
information are provided. These additional statements and information do not alter our audit
opinion on the financial statements.

The directors’ report contains the information required by law and is consistent with the
financial statements.

The appropriation of results proposed to the general meeting complies with the legal and
statutory provisions.

There are no transactions undertaken or decisions taken in violation of the Company’s
statutes or Company Law, which we have to report to you.

Without prejudice to certain formal aspects of minor importance, the accounting records are
maintained and the financial statements have been prepared in accordance with the
applicable Belgian legal and regulatory requirements.

In accordance with article 523 of the Company Law, the Board of Directors have informed
you in their directors’ report of a conflict of interest with one of its directors in connection
with the Board of Director’s decision on May 13, 2004, with respect to on the one hand a
proposal for approval of issuance of a ‘F-3 statement’ concerning the placement of existing
shares held by the respective director and on the other hand the proposal for approval of a
draft agreement with a U.S. based investment banker for assistance in connection with the
placement referred to above. The financial consequences for the Company are in essence
that the Company will bear all costs associated with the preparation and the filing of the
aforementioned ‘F-3 statement” with the Securities and Exchange Commission (SEC) in the
United States of America as well as the costs, up to a maximum of USD 25.000, incurred by
the U.S. based investment banker with respect to the transaction referred to above.
Furthermore, the Company, jointly with the selling shareholder, will enter into an
indemnification agreement with the U.S. based investment banker, which implies that the
Company will indemnify the U.S. based investment banker with respect to certain losses,
damages, claims, and liabilities incurred by the U.S. based investment banker in connection
with the aforementioned transaction.

Klynveld Peat Marwick Goerdeler Bedrijfsrevisoren - Reviseurs d'Entreprises
Statutory Auditor
represented by

Heverlee, February 16, 2005




